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The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that The Salvation Army 
as long as it clings to this ideal it can count upon the support of the investing public. 
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“THEATRES EVERY WHERE" 
December 13, 1940 
HE Board of Directors on December 
llth, 1940 declared a dividend at the 
rate of 50c. per share and an extra divi- 
dend of $1.00 on the outstanding Com- 
mon Stock of this Company, payable on 
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Lhe Season’s Greetings 


| HE usual custom at this season of the year is for THE FINANCIAL 
Wor .p and its staff to extend to all subscribers and readers their 
best wishes for a Pleasant Yuletide and a More Peaceful and 
Contented New Year. 


With so much needless worry, sacrifice and suffering widespread in the world, I feel 
it would be a sacrilege to use such phrases as “A Merry Christmas and a Happy New 
Year”, to which our hearts cannot respond. 


From only one thought can we derive any comfort. It concerns itself with our 
good fortune to have been blessed, so far, in keeping the sinister menace of war 
from our doorstep. And even here we cannot be certain that our security is 
assured, though we feel confident that our President will exhaust every effort to 


keep us at peace. 


To what better purpose, then, can we employ our thoughts in this period, 
when Christ prays for “Peace on Earth to Men of Good Will”, than to think in 
humility of our blessings—with a devout and prayerful hope for the early restora- 


tion of peace, fraternity and goodwill to all stricken mankind. 
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capitalist is any sort of person 

with funds for investment. 
Mechanic “Slim” Jones with $200 to 
invest is no less a capitalist than a 
Rockefeller. The only difference is 
that Jones is a small capitalist. 

What does a capitalist do with his 
capital? ‘That depends on his per- 
sonal inclinations and training. Some 
of the big ones through fear of the 
future or of their own managerial 
ability, try to put their capital into 
water-tight, bullet-proof trust funds. 
Others put it in some one manufac- 
turing venture. They become big in- 
dustrialists or financial outcasts de- 
pending on results. 

Others, shying away from the “all 
eggs in one basket” policy, diversify 
theif holdings by taking substantial 
interests in numerous and varied en- 
terprises and then following opera- 
tions closely. They are known in 
certain editorial circles as tycoons. 
Still others buy a general list of mar- 
ket securities and try to outguess their 
fellow men as to trends, price levels 
and the like. They become known as 
investors or speculators depending on 
methods, results and the mental 
hospitality of the person who at the 
moment is speaking about them. 


SMALL INVESTMENTS 


Of course in what I have just said, 
I am referring primarily to the big 
and medium sized capitalists. The 
small one to some degree, places his 
funds in the local brick yard or local 
real estate but usually he just reaches 
into the Stock Exchange through a 
broker and buys from the general 
show case of securities. That is, he 
did this almost altogether before the 
birth of investment trusts. He has 
done it somewhat less since—less to 
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the extent of several billion dollars. 

An investment trust is a corporate 
capitalist. In essence, it is a lot of 
little capitalists called stockholders 
joined together to make one big 
capitalist. This is supposed to carry 
advantages for each of the small 
stockholder capitalists, which | think 
it does. The big capitalist can find 
more ways to employ capital and give 
better supervisory attention than can 
the small capitalist. 

In England investment trusts origi- 
nated back in our own Civil War 
days. The American investment 


trusts and companies were a product 
of our “Turbulent Twenties.” There 
were less than 40 in existence prior 
The movement then began 


to 1921. 
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INVESTMENT TRUSTS 


This is the first of a three-part discussion of the investment 
trust field. This installment concerns itself with the reasons 
for the growth of the movement in this country, furnishing a 
background for phases to be covered in subsequent issues. 
The author heads one of the most successful organizations in 
the investment company field, and is particularly well quali- 
fied to write on this subject—THE Epirors. 


gathering momentum both because it 
was sound and because we were en- 
tering upon the lush perigd. By 
1929, over 700 investment companies 
had been spawned—700 corporate 
capitalists representing in turn mil- 
lions of small individual capitalists 
who had pooled nearly $8 billion. 

In England income is given pri- 
mary consideration by the people—a 
man’s worth is measured by his an- 
nual income. In America, profits and 
increments in value are given primary 
consideration—a man’s wealth is 
measured by the total of his assets. 
In England, only a comparatively 
small percentage of the population 
invests in securities. In America, a 
very large section of our population 
of all classes uses excess income to 
make profits and generally to attempt 
to acquire a grip on the second rung 
of the ladder. 

There are very conservative inves- 
tors in the United States, of course, 
and many of them. There are many 
out and out speculators also and in 
between these extremes, all shades 
and classes. It’s the kind of country 
we have and the kind of national 
habits to which our channels for in- 
vestment and speculation must in part 
be geared. 


PATTERN FORGOTTEN 


Is it any wonder, then that our 700 
investment companies that sprang up 
did not follow the English pattern or, 
for that matter, any set pattern? 

The companies were not of a pat- 
tern because the people with money— 
the individual capitalists—were not of 
a pattern. Each company suited 
the needs or supposed needs of 
a particular group of our citizenry. 
There is no more reason why the 


3 


| 
i 
= > 
(‘aes at 
2 Yr-- 
SSs etre 
SX 
A 


corporate capitalists called investment 
trusts should all be of the same mold 
any more than large individual cap- 
italists are. Each indeed is likely 
to have its own ideas concerning the 
best ways to employ its capital de- 
pending on the training, inclinations 
and ability of the organizers and man- 
agers. 

These companies practically all 
made good profits until the Fall of 
1929 because during the preceding 
six years it would have taken almost 
magic to do otherwise. 

But there is nothing in either the 
Jaw of gravitation or the laws govern- 
ing economics that will keep the se- 
curities in the portfolios of invest- 
ment companies up when the very 
same securities held by others are go- 
ing down. So in the great “fall” of 
1929, the asset values behind out- 
standing stocks of investment com- 
panies began crumbling. The market 
values of the common stocks of the 
investment companies themselves be- 
gan dropping even faster than the 
market values of the underlying se- 
curities in the portfolio. 

There were two main reasons for 
this. To explain these reasons, I 
must refer to what is known as 
“leverage” in a capital structure. As- 
sume for example that vou buv a 


NAM STARTS 


| Preparedness for Amer- 
ica’s Future’”—That was the 
theme of the National Association of 
Manufacturers’ 45th annual Congress 
of American Industry, which recently 
concluded a three-day session at New 
York’s Waldorf-Astoria Hotel. 

What was the No. 1 topic at this 
meeting of the country’s top-flight in- 
dustrialists? By far, it was the need 
for centralized authority in the Na- 
tional Defense Advisory Commission. 
This was pointed up publicly in sev- 
eral addresses, including that of the 
keynoter, H. W. Prentis, Jr., NAM’s 
retiring president. But it was also 
expressed privately, as this reporter 
can attest from corridor chats with at 
least a score of the nation’s business 
leaders. 

Time and again, it was brought out 
that if ““someone sat at the head of the 
defense table,” conflicting demands 
could be compromised and indecisions 
cleared up so that production would 
have a clear track ahead. As a corol- 
lary to poor coordination, it was also 


home subject to an $8,000 mortgage 
for $2,000, thus giving the property 
a value of $10,000. If the property 
rises in value to $12,000 and you sell, 
you will double your cash invested by 
getting $4,000 for your original 
$2,000, although the property itself 
has risen in value only 20 per cent. 
Likewise if the property falls in value 
by 20 per cent and you sell, you will 
have lost your total investment of 
$2,000, for the decreased value is suf- 
ficient only to cover the mortgage. 
The mortgage is a fixed prior claim 
or senior charge. 

All the expansion and in this par- 
ticular case the first $2,000 of de- 
crease affect only the equity or junior 
investment. The mortgage is thus a 
lever which multiples the velocity of 
increase or decrease in value of the 
equity in relation to the increase or 
decrease of the physical asset. So it 
is also in the case of an investment 
company that has outstanding bonds 
or preferred stock or both in addition 
to common stock. These senior 
securities remain fixed in the amount 
of their claim and act as a lever for 
the common stock. All increases flow 
through to the common stock. 

All decreases likewise come off the 
conmnon stock first until it is entirely 
wiped out. Only then do decreases 


DEFENSE POT 


stressed that industry lacked a suffi- 
ciently definite official plan of action. 

The need here was well expressed 
by Clifford S. Stilwell, executive vice- 
president of Warner & Swasey, big- 
gest manufacturers of turret lathes in 
the country. Speaking in behalf of 
the vitally important machine tool in- 
dustry, he said, “The problem of ex- 
pansion has been difficult for lack of 
any apparent ability of anyone thus 
far to reveal a specific tabulation of 
requirements. ... Up to this point the 
entire procedure has been one of 
guessing rather than factual analy- 

It was only a step from comment 
of this kind to William S. Knudsen’s 
address at the convention’s annual 
dinner. The production chief of the 
NDAC did not “gild the lily.” For, 
after telling the 2,600 assembled man- 
ufacturers that preparedness was lag- 
ging badly, he added, “Maybe I 
haven’t made it strong enough.” 

In respect to priorities, Mr. Knud- 
sen declared as follows: “Sure, we 


start to eat into the preferred stock. 
The common stock is the tip of the 
whip so to speak, and when the butt 
of the whip is jerked, the tip of the 
whip will swing in an arc many times 
as wide. When a company has out- 
standing two-thirds in bonds and pre- 
ferred stock and only one-third in 
common stock it follows that if the 
value of the assets rises only one 
third, the common doubles in value. 
If the underlying portfolio value 
shrinks by a third, the common stock 
is wiped out so far as its own asset 
value is concerned. 

If you are a small capitalist you 
should learn thoroughly the lesson set 
forth in this example. The big cap- 
italist is supposed to know it. 

Many of the investment trusts 
formed during the 1920’s had lever- 
age in their capital structures. There- 
fore, when the break in prices came 
the asset value of the common stock 
of such companies dropped much 
faster than the general market aver- 
age price of stocks. But that was not 
all. Because the speculative public 
had seen the effect of leverage in a 
rising market and because the public 
generally expected rising prices to 
continue, this public was paying heavy 
premiums over asset values for the 

(Please turn to page 27) 


BOILING 


have priorities but the best way to 
have priorities is not to have to use 
them.” Speaking in terms of present 
conditions, this sentiment was echoed 
unofficially by men like Philip D. 
Reed, General Electric’s chairman; 
Lewis H. Brown, president of Johns- 
Manville; and Lammot du _ Pont, 
chairman of the big chemical company 
that bears the famous name of his 
chemically-minded family. 

The curtain had hardly rung down 
on this latest “Congress of American 
Industry” before things began to hap- 
pen. Last week, for example, the 
NAM announced inauguration of a 
nationwide survey to determine the 
number of men and machines avail- 
able for the defense effort; William 
Green, chief of the A. F. of L., 
pledged sacrifices on the part of or- 
ganized labor; and, most significant 
of all, reports became incessant that 
the President would soon take action 
to end the preparedness lag, perhaps 
by reorganizing the Defense Commis- 
sion. 
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Unless the Administration develops a constructive attitude towards the 


utility industry, it cannot anticipate coordination for the nation’s defense. 


This is essential, for 


he message to the Economic Club 
of New York, at its 134th an- 

niversary dinner, from President 
Roosevelt indicated what he regarded 
as an ideal concept for national unity 
in the critical emergency we confront. 

“The freedoms that we must and 
will protect in the United States are 
the freedoms which will make the in- 
dividual paramount in a true democ- 
racy,” said the President, and then 
he went on to outline a formula for 
success in our joint defense effort. 
There must be provided: 

1. Proper reward for labor, 

2. Proper incentive for enterprise, 

3. A proper return on investment. 

A better formula than this could 
not be prescribed to bring about a 
strong economic structure. It would 
inake the nation almost impregnable. 

However, if this pattern is to be 
closely adhered to, then there must 
first transpire a restatement of the 
Administration’s attitude toward the 
utility industry, or otherwise the plan 
is imperfect and could throw out of 
gear that degree of smooth-running 
industrial mechanism the President 
has visualized for us as needed to 
keep our defense program hitting on 
all cylinders. 


DEFENSE REQUIREMENTS 


This is so important because of the 
well known fact that industry obtains 
its principal generating power from 
the utilities, and if they are to keep 
abreast with the industrial expansion 
that must be provided to quickly arm 
the nation against attack, they must 
be placed in a position so as readily 
to obtain the additional capital they 
will need. 

Unless the Government is prepared 
to supply these funds, which would 
only add to its already large debt 
structure, the only other door open to 
the utilities is to get the money from 
the public. Now this raises a logical 
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the industry is an important mainstem of business. 
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query that the Administration can 
well ponder over. How can this be 
done without removing from inves- 
tors’ minds their fears over the future 
of the industry, replacing those fears 
with an assurance that if they invest 
capital in such securities they will 
receive “‘a proper return on their in- 
vestment” ? 

That degree of confidence now is 
lacking because of the general impres- 
sion prevailing that the utilities are 
in disfavor with the Administration. 
The feeling is that they are being 
kept in the dog house, and this dis- 
trust will not be removed as long as 
there are allowed to circulate such 
loose state:nents as “the SEC is going 
to crack down on the holding com- 
panies.” Nor as long as it is bruited 
about that the SEC is going to force 
drastic readjustments in the deprecia- 
tion accounts of the utilities and make 
these changes retroactive. 

What could be more natural for in- 
vestors when they read of these things 
than to engender in their minds ap- 
prehensions as to whether the incomes 
from sound utility securities will be 
further impaired, and in some in- 
stances perhaps entirely eliminated ? 

Because of its political background 
the utility industry presents an un- 
heard of anomaly, for though it is 
breaking all its past records of growth, 
securities are selling at levels sug- 
gestive of a decadent industry. 

If the Administration would dis- 
play a more friendly and co-operative 
spirit toward the utilities and their 
problems, it would not be long before 
confidence among the fifteen million 
holders of its securities would revive. 

Under a really constructive policy 
it would become possible for the utili- 
ties to comply more readily with a 
recent suggestion of Commissioner 
Healy of the Securities & Exchange 


Commission. It is his thought that 
the industry work out a program of 
debt reduction by means of more com- 
mon stock financing. This would be 
possible if the utilities’ initiative is 
not curtailed because of governmental 
policies. ° 

Whatever abuses existed in the past 
have long since been eliminated, and 
now that they are supervised by the 
Government, their repetition hecomes 
impossible. This established  safe- 
guard should encourage a more toler- 
ant spirit now. 

It could also be pointed out here 
that the sufferers from the decline in 
the value of utility securities have not 
been those the Government has held 
responsible for those practises as it 
believed needed correction, but the 
inillions of investors who had no share 
in them and who must feel as if “the 
sins of their fathers are being visited 
on them even unto the third genera- 
tion.” Furthermore, the manage- 
ment of the utility industry is now 
under control of honest and capable 
executives who earnestly desire to 
cooperate with the Government. 


MUTUAL UNDERSTANDING? 


Would it not prove a saner and 
wiser policy for the Administration 
in this crisis to lay aside the “big 
stick,” since it no longer needs to 
wield it, and in its place establish the 
groundwork for mutual understand- 
ing and cooperative team work, and 
thus complete that unison of purpose 
which the President contends is es- 
sential to the Government in working 
out the measures for the complete 
protection of consumers and security 
holders? 

In that spirit the integration of the 
holding companies, which is made 
mandatory under the Public Utility 
Act, could be worked out amicably 
and with the least disturbance to the 
industry, for at this time it would 
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prove a precarious experiment to 
bring about any abrupt severances in 
the utility structure. 

It is even recognized among the 
Commissioners of the SEC that seg- 
regation presents many complicated 
problems, which in itself urges care 
and patience in reaching sound solu- 
tions. Let it be known that the Ad- 
ministration proposes to assume an 
attitude of give and take and it would 


have a most favorable effect on hold- 
ers of utility securities. 

In a similar way, whatever differ- 
ences may arise over what should 
represent proper future depreciation 
charges could be ironed out in an at- 
mosphere of mutual understanding. 

The clouded horizon of the utilities 
would soon be dissipated were a 
policy of pulling together inaugurated 
to take the place of the tendency to 


work at cross purposes that has pre- 
vailed for the last eight years. 
Under this impulse, also, the utili- 
ties then could well comply with those 
concepts the President has laid down: 
I. Proper incentive for enterprise. 
II. Proper return on investment. 
As for labor in the utility industry, 
it has had little occasion to complain 
that it has not received a proper re- 
ward for its toil. 


PROSPECTS FOR COPPER SHARES 


Huge demand benefits low cost producers but 


marginal companies remain in mediocre position. 


ales of copper have broken all pre- 
S vious records in recent months. 
In the three months from September 
through November, domestic book- 
ings of producers amounted to about 
465,000 tons. If volume for Decem- 
ber continues throughout the month 
at the rate witnessed thus far, orders 
received during the last four months 
of the year may exceed those for the 
first eight months, despite the fact 
that monthly average sales for the lat- 
ter period were larger than those for 
any recent year with the exception of 


1936. 


SUSTAINED DEMAND? 


There is every prospect that de- 
mand will be sustained at exception- 
ally high levels for many months to 
come. A Bureau of Mines survey 
(made in October) of fabricators’ re- 
quirements for the fourth quarter in- 
dicated that about 360,000 tons of the 
refined metal would be consumed dur- 
ing this period, an annual rate of 
1,440,000 tons. This figure compares 
with estimated consumption of 801,- 
000 tons last year, 860,000 tons in 
1937 and an all-time peak of 1,160,- 
000 tons in 1929. 

It is probable that fabricators esti- 
’ mated their needs rather generously, 
with an eye to possible imposition of 
priorities later on. At a conference 
between producing interests and rep- 
resentatives of the Defense Commis- 
sion held in November, it was esti- 
mated that 1941 copper requirements 
would equal 850,000 tons for ordinary 
commercial uses and 341,000 tons for 
the armament program, a total of 
1,191,000 tons. 


Even this amount would cause a 


severe strain on the productive facili- 
ties of the industry. At the same 
conference, prospective 1941 output 
was projected at the monthly rate of 
80,000 tons for new metal and 10,000 
tons of scrap and secondary material, 
a total for the year of 1,080,000 tons. 
This would leave a shortage of 111,- 
000 tons. 

There has accordingly been con- 
siderable speculation about the possi- 
bility of a reduction in the tariff on 
copper, or the accumulation by the 
Government (probably through the 
Metals Reserve Company) of a stock- 
pile of Latin American copper. In 
view of the tremendous amounts of 
the red metal which would be at- 
tracted to our shores from Chile, Peru 
and Mexico in the event of a substan- 
tial cut in the 4-cent tariff, the stock- 
pile plan appears more deserving of 
consideration. This expedient would 
serve the threefold purpose of fore- 
stalling any copper shortage, imple- 
menting the Good Neighbor policy 
and (incidentally) aiding United 
States enterprises with Latin Ameri- 
can mining properties. 

The concern over a shortage of cop- 
per appears to have been somewhat 
overdone. The estimate of 80,000 
tons a month for new refined output 
seems low in view of the fact that pro- 
duction was stepped up to more than 
96,000 tons in November. This was 
a record high, and whether such a 
level could be maintained indefinitely 
is problematical, but even an average 
output of 90,000 tons a month would 
eliminate the estimated shortage for 
1941, with 9,000 tons to spare for the 
year. Furthermore, no allowance has 
been made in the above figures for a 


reduction in stocks held by producers 
and fabricators, an increase in the 
supply of old scrap in the event of 
higher prices, or increased imports. 

The latter factor is worth elaborat- 
ing. Imposition of the tariff in 1932 
reduced our imports of refined copper 
from 87,225 tons in 1931 to 5,432 
tons in 1933, and while small in- 
creases were registered in the next 
two years, imports failed to equal 
7,500 tons annually from 1936 
through 1938. Since November of 
1939, however, Chilean producers 
have found it profitable to ship metal 
to this country even after paying the 
duty; our imports from Chile 
amounted to 59,460 tons in the first 
ten months of this year against 2,786 
tons for the same period of 1939. It 
is thus apparent that the foreign prop- 
erties of Anaconda and Kennecott 
will benefit from the large United 
States demand for copper even if 
nothing is done about the tariff and 
our Government does not buy any 
South American copper. 


PRICE SITUATION 


It is clearly evident that the full 
force of the Administration’s many 
powers of persuasion will be exerted 
to keep copper prices from going any 
higher than the current level of 12 
cents a pound. But even at this level 
the lower cost domestic producers can 
earn substantial profits on the current 
and prospective volume of sales, and 
their equities appear reasonably val- 
ued around current levels. However, 
the marginal enterprises will fall far 
short of the earning power they have 
displayed during previous boom pe- 
riods when the law of supply and de- 
mand was allowed to push quotations 
for copper up to 17 cents or higher. 
Shares of producers in this category 
continue to offer less-than-average 
attraction. 
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ERA EXPANSION 
AHEAD—WHAT THEN? 


A factory construction boom is underway, and will 


doubtless continue for a year or more. 


But what is 


to be done with this added capacity when the emerg- 


ency passes? 


few weeks ago the executive lead- 

ers in several basic industries, 
notably steel, were declaring emphati- 
cally that existing plant capacity was 
adequate not only for a large volume 
of non-armament business, but also 
for the needs of a large scale defense 
program. More recently the tune has 
' changed, partly because of the rapidly 
increasing scope of the projected arms 
procurement effort and the greatly 
enlarged schedules of aid to Britain. 


WESTINGHOUSE STATEMENT 


Indicative of the present attitude of 
the managements of a number of in- 
dustries which may be expected to 
carry on a sizeable amount of normal 
business, while contributing very sub- 
stantially to the defense program, is 
a statement by the chairman of West- 
inghouse Electric: have received 
more business than ever before in our 
history, but we are planning to han- 
dle it in such a manner as to avoid 
confusion and disruption of the or- 
derly processes of manufacture. If 
a new factory is necessary it will be 
built and manned as a separate unit, 
and will be brought up to full produc- 
tion speedily but without hurry or 
confusion.” 

Before attempting to judge whether 
this estimate of the situation, however 
accurate it may be with respect to the 
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company for which Mr. Robertson 
spoke, would be too optimistic if gen- 
eralized to cover the defense indus- 
tries as a whole, it is important to rec- 
ognize the progressive increase in the 
demands for larger production and 
greater speed which are being made 
by those in authority at Washington. 
As the size of the prospective U. S. 
and British orders multiplies from 
month to month, opinions concerning 
the adequacy of plant facilities neces- 
sarily undergo revision. In the first 
year of the war, we shipped goods 
valued at $780 million to Great Brit- 
ain. British arms contracts already 
let amount to about $2.5 billion; next 
year British orders are expected to 
aggregate $4 billion or more. Fur- 
thermore, the present American de- 
fense program, totaling about $17 bil- 
lion (under which approximately $10 
billion in contracts have been 
awarded) will probably be augmented 
by $6 billion or $7 billion in 1941. 
The continued enlargement of both 
American and British armament de- 
mands affects many industries. Its 
effects are probably most pronounced 
in the aircraft, shipbuilding and ma- 
chine tool industries, and in various 
lines of munitions production. But 
the repercussions are also important 
in basic industries such as. steel. 
Under the circumstances, it is not en- 


tirely surprising to find prominent 
members of the latter industry exe- 
cuting what superficially appears to 
be an about face. Less than two 
months ago, the president of Bethle- 
hem Steel issued a warning against 
excessive expansion of steel plants. 
“IT am opposed to inflation of steel 
facilities,” said Mr. Grace. “At best 
this is a full brother to monetary in- 
flation.” And looking forward to the 
time when the exceptional armament 
activity will have terminated, he said, 
‘let us not add to our future problems 
after this excitement is ended.” 

It was generally conceded, a few 
months ago, that the “normal” rate 
of building of new steel plants would 
have to be maintained, and that rapid 
expansion of plant facilities in armor 
plate, shipbuilding and other special- 
ized divisions of the industry would 
be necessary. However, there was 
little indication of the sharp increase 
in coke and pig iron producing units, 
open hearth furnaces and rolling mill 
capacity which has been announced 
by most of the larger steel companies 
during the past few weeks. The Beth- 
lehem program, which is in addition 
to previously established plans for 
1940-41 amounting to $40 million 
(not including $52 million which will 
be advanced by the U. S. Government 
to pay for increased shipbuilding 
facilities which the Government will 
own), will cost approximately $18 
million. 


STEEL EXPANSION 


Other steel companies have also 
changed their plans radically. Major 
expansion programs have been an- 
nounced by U. S. Steel, American 
Rolling Mill, National Steel, Republic 
Steel and others. According to the 
American Iron & Steel Institute, ap- 
proximately 1.3 million tons of addi- 
tional capacity for producing open 


it 


hearth steel will be made available as 
a result of programs now under way. 
This does not bulk large in relation 
to the present estimated ingot capacity 
of 83 million tons per annum, but ad- 
ditional expansion plans will doubt- 
less be brought forward in 1941. 
Even more significant is the fact that 
new electric furnaces, including both 
those now in operation and others 
which will be ready early in 1941, will 
increase the industry’s capacity for 
the specialized types of steel pro- 
duced in this equipment by almost 50 
per cent. Electric furnace steels are 
especially important to the defense 
program. 

The change in the attitude of the 
steel industry toward large scale ex- 
pansion was the result of a survey of 
steel capacity by the Defense Commis- 
sion, the representations of the Brit- 
ish Purchasing Board, and analyses 
by the National Resources Planning 
Board and others. The Administra- 
tion evidently became convinced that 
bottlenecks would develop in steel in 
1941 and applied the necessary pres- 
sure to cause the industry to under- 
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take plant expansion in a degree 
which has been viewed with some 
misgivings because of the threat of 
overcapacity when the armament pro- 
gram is completed. 

The pressure for additions to plant 
capacity is not the only policy which 
is being followed in order to achieve 
the desired increase in the productiv- 
ity of the defense industries. Avail- 
able material can be augmented by 
curtailing exports and increasing im- 
ports. An export licensing system 
has recently been decreed for iron and 
steel. The use of priorities, either by 


persuasion or by mandate, will inevi- 
tably expand in 1941. The NDAC is 
urging the institution of a 7-day week 
(for machines, not labor) in the all- 
important machine tool industry ; this 
may be followed by similar sugges- 
tions in other fields. The Commis- 
sion is also pleading for greater re- 
sort to sub-contracting. Unused plant 
capacity can also be employed in some 
instances by renting or purchasing 
factories of companies which have 
either not prospered individually, or 
are members of industries which have 
suffered for years from chronic over- 
capacity. Because of the relatively 
small volume of building construction 
in recent years, Otis Elevator had a 
large amount of idle plant, part of 
which is being used for the manufac- 
ture of machine tools. 

Although most of the large increase 
in plant capacity needed for aircraft 
and engines is being provided by new 
construction, a considerable amount 
of existing excess plant is being used 
by these highly important arms of 
national defense. Wright Aeronauti- 

(Please turn to page 23) 


A GROUP OF BUSINESS CYCLE STOCKS 


Some are quoted at only six to eight times latest 
full year earnings. All paid dividends this year, and 
should be able to increase their payments in 1941. 


the conditions presently 
prevailing, “business cycle” 
stocks which appear to occupy a rea- 
sonably conservative position must 
meet a number of qualifications : They 
should be backed by good peace-time 
earning power; they should be able 
to augment normal earnings with rev- 
enues derived directly or indirectly 
as a result of the armament program ; 
they should not be susceptible in ex- 
treme degree to the excess profits 
taxes; their financial position should 


A REASONABLY PRICE 


be sufficiently strong to permit distri- 
bution of increased earnings to stock- 
holders. And, of course, their price- 
earnings ratio should be moderate. 
Here is a group of stocks which 
meet all of those qualifications. Cur- 
rent prices range from eight to about 
eleven times their average earnings 
for the five latest available full years ; 
in a number of cases, current prices 
are at an even lower relationship to 
the results of the most recent year. 
Although only small dividends were 


—-—- Per Share Earnings 


paid by several in 1940, all are in a 
position (should the directors elect) 
to establish rates which would afford 
comparatively liberal yields based on 
present prices. 

While it is recognized that in a 
war-time economy, which is fraught 
with uncertainties of numerous kinds, 
corporate earning power should not 
be as highly capitalized in the market 
place as is warranted in more normal 
times, nevertheless earnings increases 
do warrant at least moderate recog- 
nition by the price trend. 

Stocks of this general type, then, 
are suitable for inclusion in well- 
diversified portfolios. But they should 
not, of course, constitute the bulk of 
one’s holdings. 


D BUSINESS CYCLE STOCK GROUP 


* 5-Year -—— Interim 1940 Recent Exempt. 

Common Stock: Average 1929 1939 Dividends trice Per Share 
$2.59 b$1.82 $1.50 21 $2.70 
ee 2.25 2.43 c$1.42 c$2.53 0.75 21 2.21 
Great Northern Ry...........2++-s0555- 3.15 3.48 £1.88 £3.39 0.50 27 15.50 
Hercules Motors 1.52 2.07 0.75 15 1.50 
Northwest Engineering .............-- 2.81 3.37 rer sees 1.25 21 3.01 
Pennsylvania BR. 2.02 2.43 c1.12 1.50 22 7.85 
§.72 e7.91 5.00 60 6.30 
Spicer Manufacturing ..............--. 3.30 a4.49 2.50 36 3.36 
Standard Ol] (N, 3.59 3.27 1.75 34 4.26 


*Years 1935-1939, except: Deerc. 5 yrs. end. Oct., 1939; Royal, 4 yrs., 7 mos. end. July,1940: Spicer. 4 yrs. 8 mos. end. Aug., 1940; Starrett, 5 yrs. end. 


June, 1940 + Estimated maximum exemption from excess profits tax. a-—- Year end. Aug., 1946. 


July, 1940. f—10 mos. end. Oct. g—Year end. June, 1940. 


b—Year end. Oct., 1940. c--Six months. e—Year end. 
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UNION PACIFIC WILL 
COVER 1940 DIVIDEND 


Earnings for this year may fall somewhat short of 
the 1939 showing, but maintenance of the $6 dividend 


rate is in prospect. 


he common stock of the Union 

Pacific Railroad Company, long 
regarded as one of the most reliable 
dividend payers among rail equities, 
declined about ten points in a recent 
four-week period. At current prices 
around 75, it yields 8 per cent on the 
$6 annual dividend rate which has 
been maintained consistently since 
1933. Such a high yield on a stock 
which is generally conceded to be in 
an investment category has naturally 
tended to raise some question as to 
the safety of the established rate of 
dividend disbursements. 


EARNINGS TREND 


With the exception of 1936, when 
net income was equivalent to $8.20 
per share of common, earnings of 
Union Pacific have held in a range 
between $6 and $7 per share for six 
years. Thus the margin over divi- 
dend requirements has seldom been 
large, but the $6 rate has gone un- 
questioned in recent years not only 
because it has always been covered, 
but also because the company’s tra- 
ditionally strong financial position has 
beer) maintained. As of September 
30, 1940. current assets (excluding 
long term investment holdings) 
amounted to $54.4 million, against 
current liabilities of $25.9 million and 
total tax liabilities (separately re- 
ported) of $9.4 million. Cash hold- 
ings were over $15 million. 

In view of this strong current posi- 
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tion and the company’s policy of pay- 
ing out the major part of earnings to 
stockholders, there would seem to be 
little likelihood of a reduction in the 
dividend rate unless earnings should 
fall below $6 a share. This is not 
in prospect for 1940. On the basis 
of results for the 10 months ended 
October 31, 1940, earnings were esti- 
mated at about $6.25 per share. 

For the 40 weeks ended October 5, 
Union Pacific’s revenue car loadings 
showed a gain of only 1.4 per cent 
over 1939, which compares unfavor- 
ably with the average. However, this 
showing was typical of the predom- 
inantly agricultural carriers which, 
until recent weeks, failed to reflect 
any substantial benefits from the high 
rate of general industrial activity. 
For the first 10 months of 1940, net 
railway operating income showed an 
increase of close to $1.3 million with- 
out any reduction in maintenance ex- 
penditures, but this showing was 
made possible by a decline in net 
equipment, rental debits and other 
changes in operating and accounting 
factors. The volume of grain ship- 
ments was unsatisfactory, the citrus 
fruit movement only fair, and passen- 
ger revenues showed a decline. 

However, since the end of the third 
quarter some of the western railroad 
systems have been giving evidence of 
a trend toward improvement in traffic 
and earnings, and it appears probable 


that Union Pacific will report earn- 


ings for the last two months sufficient 
to bring net for the full year up to 
$6.50 a share or more. The system's 
car loadings, which in September 
showed a decrease of about 7 per cent 
compared with 1939, have been on the 
plus side since the third week of Oc- 
tober, and in the week ended Novem- 
ber 30 recorded a gain of 25.6 per 
cent. The November operating statis- 
tics will consequently show a gain in 
gross revenues and presumably also a 
good net operating income for the 
month. 

It is believed that the improvement 
will continue (making the usual al- 
lowance for seasonal factors). The 
president of the company stated two 
weeks ago that the road was begin- 
ning to feel the effects of the national 
defense program. As this program 
expands, and its secondary effects are 
relayed to communities other than the 
Jarge manufacturing tenters, the 
strongly situated western carriers may 
be expected to receive an increasing 
volume of traffic, particularly since it 
is unlikely that there will be any seri- 
ous further decline in agricultural 
traffic in 1941. 

“Other income,” now consisting 
largely of dividends from Pacific 
Fruit Express and returns on Union 
Pacific’s oil holdings, is a very im- 
portant factor affecting the company’s 
net profits. Here the outlook is not 
clearly defined. Both dividend in- 
come from Pacific Fruit Express and 
returns on the oil properties in Cali- 
fornia are expected to show a decline 
in 1940. This will largely offset the 
indicated increase in railway operat- 
ing income and the decrease in revy- 
enues from these sources may be suffi- 
cient to result in net earnings lower 
than the $6.74 per share reported for 
1939. Furthermore, it is practically 
impossible to forecast the amount of 
net income which will be derived from 
these sources in 1941, although im- 
provement in citrus fruit traffic could 
check the downward trend of Pacific 
Fruit Express dividends. 


DEFENSE AID 


On the other hand, there is at least 
one factor in addition to the rising 
tide of business attributable to the de- 
fense program which will have a fa- 
vorable effect upon 1941 earnings. 
Last spring, the company sold $81.6 
million 3% per cent refunding mort- 
gage bonds for the purpose of retir- 


ing a somewhat larger amount of 4s 


and 5s. The latter could not be re- 


(Please turn to page 24) 
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individual Stock Factographs for further vital 
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Allied Mills B 

Present positions in shares may be 
retained in diversified lists; approx. 
price, 12 (paid $1 in 1940). While 
raw material costs have been irregu- 
lar, this manufacturer of livestock 
feeds and soybean food products is 
understood to have experienced satis- 
factory results over the past few 
months. By and large, it appears that 
earnings for the twelve months to 
December 31, should be around the 
$1.70 per share level. This would 
parallel net in the June fiscal year 
and represent a better-than-average 
return of the period. 


Allis-Chalmers B 

Recently quoted at 36, stock is not 
unreasonably valued for purchase at 
this time (paid $1.50 in 1940). It is 
understood that this issue has been 
bought for portfolio purposes by those 
who look for continued improvement 
in 1941. Company has already re- 
ceived important defense orders and 
unfilled orders were roughly $31.7 
million on September 30, last, com- 
pared with $18.3 million a year ago. 
In the first nine months, Allis-Chal- 
mers earned $2.12 a share, versus 
$1.49 in the like 1939 period. This 
was after providing for higher normal 
taxes. (Also FW, Sept. 18.) 


American Airlines C+ 


Retention of shares is warranted 
for long range representation in the 


WINTER VACATION 
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growing air transport industry; ap- 
prox. price, 57 (paid $1 in 1940). 
Rapid progress of company this year 
is epitomized by recent declaration of 
a $1 dividend—the first ever paid. 
In keeping with general industry ex- 
perience, traffic on this largest domes- 
tic airline has already gone far above 
1939 levels. As things now stand, 
moreover, indications point to another 
record breaking year in 1941. Profit 
in the current year should be consid- 
erably in excess of the $4.15 a share 
shown in 1939. (Also FW, Dec. 18.) 


American Gas & Electric B+ 

Stock, now around 29 on the N. Y. 
Curb, is a suitable medium for repre- 
sentation in the utility industry (yield 
on $1.60 ann. div., 5.5%). Serving 
highly industrialized sections in the 
Middle East, this inherently sound 
unit should continue to report better- 
than-average revenue gains. Present 
indications are that, despite higher 
taxes, 1940 net will exceed the $2.50 
a share reported a year ago. In addi- 
tion to the annual dividend of $1.60 
a share, a 40-cent extra was paid. 


Bliss (E. W.) C 

Though obviously speculative, pres- 
ent positions in shares may be main- 
tained for continued improvement; 
approx. price (N. Y. Curb), 16. Cur- 
rent reports are that Bliss has a back- 
log of some $12 million in regular 
machinery contracts. Aside from this, 


EARNED PER SHARE 
ON COMMON STOCK 


Arundel Corp. $2.66 
Westinghouse Electric & Mfg..... 4.59 


Champion Paper & Fibre.......... 


i November 30 
1939 


American Power & Light........ 16 

10 Months October 

Atlantic, Gulf & West Indies S/S. D3.25 

1.99 

Western Union Telegraph......... 


CORPORATION EARNINGS REPORTS 


“Also FW” refers to the last previous item 


Opinions are based on data 
information regarded as 
no responsibility is assumed for their accuracy. 


reliable, but 


1940 


company has been doing a fair amount 
of war business and is now said to be 
in the final stage of negotiation on a 
$7-$10 million British contract. Ship- 
ments amounted to around $1.7 mil- 
lion last month and are expected to 
reach $2 million in the near future. 


Lima Locomotive Cc 

Existing speculative holdings of 
shares should be maintained ; approx. 
price, 27. This issue had one of its 
periodic spurts of activity recently 
and moved to within a few points of 
its best price for the year. As things 
now stand, company is working on a 
good total of locomotive business. 
Aside from that, however, increased 
mining activity and industrial con- 
struction should bolster demand for 
company’s earth-moving machinery. 
Lima is the most conservatively capi- 
talized of the three leading locomotive 


makers. (Also FW, Oct. 2.) 


Royal Typewriter A 

Recently quoted at 59 on the N.Y. 
Curb, stock is suitable for inclusion 
in diversified portfolios (paid $5 in 
1940). Specializing in the manufac- 
ture of typewriters, Royal is not only 
sharing in expanded demand for of- 
fice appliances but is also improving 
its competitive position. For one 
thing, this has been reflected in the 
fact that sales have held up even dur- 
ing the usually lower-volume months. 
For another, indications are that net 


EARNED PER SHARE 12 Months to September 30 
ON 1940 1939 


COMMON STOCK 4 3' 
Canada Dry Ginger Ale.......... $1.63 $1.88 
9.39 D1.40 
Cuban Atlantic Sugar........... 1.08 0.72 
Punta Alegre Sugar............. 2 


Willys-Overland Motors .......... 
Omnibus Corp. 
Pepsi-Cola Co. 
White (S.S.) 


International Vitamin .......... 

b—Class B stock. *“—Including $401, a 
ance proceeds, t—After $375,000 floor loss. 
for 66% stock dividend. D—Deficit. 


life 
t—Adjusted 
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in the January quarter—second period 
of the current fiscal year—will exceed 
that of a year ago, when it equalled 


$1.77 a share. (Also FW, Oct. 9.) 
St. Regis Paper D+ 

Despite current low levels, around 
2% (N. Y. Curb), stock remains 
fundamentally unattractive. Opera- 
tions of this manufacturer of a diver- 
sified list of paper products have im- 
proved sharply this year. Final re- 
sults, however, will reflect higher 
costs. Speaking in terms of common- 
share earnings, moreover, large stock 
issue will continue to militate against 
impressive per share profits. Mean- 
while, it is notable that company’s 
past record has been generally disap- 
pointing—even though investment in- 
come was formerly an important fac- 
tor in total results. 


Spencer Kellogg B 

At present prices, around 20, stock 
warrants retention in diversified lists 
(indicated ann. div., $1.60). Having 
completed a highly satisfactory fiscal 
year last August, earnings of this unit 
continue to run at a high rate. Aided 
by heavy sales of dehydrated castor 
oil and linseed oil (which are being 
used by the paint industry as substi- 
tutes for foreign oils), volume has 
been expanding. All this, of course, 
speaks well for results in the current 
fiscal year. In the final analysis, how- 
ever, possible fluctuations in raw ma- 
terial prices continue as the principal 


determinant of earnings. (Also FW, 
Mar. 6.) 
Swift & Company C+ 


Shares (now around 22) represent 


one of the more “stable” situations in 
the meat packing group (ann. div., 
$1.20). Aided by a moderate in- 
crease in sales, and practically un- 
changed meat prices compared with a 
year ago, company earned $1.89 a 
share in the fiscal year ended Octo- 
ber 26, last. This compared with 
$1.74 in the previous fiscal twelve- 
month and represented the best result 
since 1936, when $2.05 was shown. 
Rising consumer incomes and pros- 
pects for adequate meat supplies 
speak well for outlook in the current 
fiscal year. 


United Carbon B+ 

At present prices, around 47, stock 
is suitable for retention in diversified 
lists (ann. div., $3; yield, 6.2%). 
Despite progressively reduced ex- 
ports, improvement in domestic de- 
mand has been a big factor in current 
year’s showing. Bolstered by stead- 
ily rising revenues from natural gas 
activities, 1940 results should be 
around last year’s level of $3.82 a 
share. Price increases in 1940 have 
widened profit margins and interme- 
diate term prospects favor strength, 
rather than weakness, in the price 


structure for carbon black. (Also 
FW, Sept. 18.) 
Vick Chemical B+ 


Although new purchases are not 
indicated, stock is not unreasonably 
valued for retention; approx. price, 
43 (ann. div., $2; paid $1 in extras 
this year). Company started off its 
new year in good style by reporting 
net equivalent to $1.52 a share in the 
September quarter—first period of the 
current fiscal year. This gave effect 


to higher normal income taxes and 
was practically even with a year ago. 
However, apparently no provision 
was made for the excess profits levy, 
to which Vick is now subject. Tax 


base on average earnings is around 
$3.70 a share. 


Walgreen B+ 

Existing holdings of shares may be 
retained in diversified lists; approx. 
price, 21 (indicated ann. div., $1.60). 
Quarterly earnings of this retail drug 
chain are not publicly reported. How- 
ever, based on sales gains over the 
past few months, indications are that 
profit in the December quarter—first 
period of the current fiscal] year—will 
show a good gain over the like 1939 
interval. (For six months to March 
31, 1939, company reported net equal 
to 87 cents a share.) Walgreen is 
liable under the excess profits tax in 
the current fiscal year, which ends 


September 30, 1941. (Also FW, 
Oct. 2.) 
White Motor Cc 


At present prices, around 15, stock 
is suitable for retention on a specula- 
tive basis. White does not report on 
a quarterly basis. However, after 
having reported a substantial profit in 
the first half, it is understood that 
third quarter results were negligible. 
This was practically all accounted for 
by expenses incident to model change- 
overs. Presently, backlog of this well- 
known truck maker totals roughly 
$45 million. And with further gov- 


ernment orders in sight, plus in- 
creased industrial demand, sales seem 


headed for another new peak in 1941. 
(Also FW, Aug. 7.) 
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STREET'S \Vall Street can ever 
REALISM expect to revive its in- 
fluence as a_ national 
trading mart it must develop a spirit 
of realism in place of the current 
flaccid trend toward a feeling of 
being abused and sinned against. 
There is too much of that prevailing. 
Wall Street had hoped for a change 
of administration, but since it did not 
take place and the majority of people 
thought it advisable not to change 
horses in mid-stream, it might as well 
adapt itself to these realities and seri- 
ously think how it can best fit into the 
picture. 

In that particular direction Wall 
Street could go far provided it en- 
deavored to work in a more harmoni- 
ous way with the powers that are, and 
in an intelligent manner use convinc- 
ing arguments which would aid in- 
stead of hinder even the New Deal- 
ers’ desire to establish a stable in- 
vestinent market. 

It would seem that the Administra- 
tion wants such a condition to prevail, 
and if team work could be effected it 
would assure a broad market based 
upon a healthy foundation. 

This is the cue for Wall Street. It 
should practise realism in place of 
drooling over conditions that cannot 
be corrected. 


TAX MEASURE It will be recalled 
FOR REVENUE that when the pres- 
ent tax law was en- 
acted it was stated by its principal 
backers that it was to cover an emer- 
gency, and whatever inequalities crept 
into it would be carefully considered 
with the object in mind of elimin- 
ating them when the tax program 
next came up for consideration. 
That this thought remains still in 
the minds of the Adminisration lead- 


ers to whom the question of taxes for 
1941 will be entrusted, receives sup- 
porting evidence in the definite an- 
nouncement that whatever proposals 
for change are finally welded into 
law they will not be retroactive. This 
will at least enable corporation heads 
to know with exactitude to what ex- 
tent they must dig into their earnings 
of this year to satisfy our tax gath- 
erers. 

With the need for immediate con- 
sideration eliminated, the coming 
Congress can now approach not only 
the estimates of the extent of new 
taxes the President will undoubtedly 
call for in his budget message, but 
what form they should assume, and 
both of these aspects will require the 
most deliberate and serious consider- 
ation. Since there will be no occas- 
sion to hurry, members of Congress 
can approach this most important 
legislation with that calm leisure that 
it deserves and which is in the best 
interest of the nation. 

Hence with the element of time 
eliminated, the opportunity presents 
itself to Congress to give careful 
thought to a tax basis that will en- 
courage the growth of revenues. This 
is a prime essential, for all tax experts 
will agree that taxes which do not 
encourage such growth defeat them- 
selves. Congress will also have to 
consider carefully the simplification 
of the tax structure, which now is 
encumbered with so many rigid and 
complicated barriers. This would 
make the collection of taxes much 
easier and would relieve the harried 
business man from making out cum- 
bersome tax blanks requiring so 
much additional bookkeeping . and 
piling upon him what appears so 
much unnecessary expense. 

What the taxes must amount to, in 
order to fulfill our defense program, 


while important is not all embracing. 
What is of greater moment to Con- 
gress, as it properly should be, is to 
balance them  properly—something 
which it cannot be said the present 
tax law accomplishes—in order that 
they provide the incentive for growth 
of our national income. 

Much progress could be made in 
this direction through a_ thorough 
study, for which Congress will have 
plenty of time. Whatever the future 
taxes, they should be coordinated 
with the ability of industry to earn 
them. They should not be punitive 
nor should they embody any _ in- 
equalities. 

This is a big job, but a job that can 
be well done if the will to do it is alive 
to the responsibility. 


TWO THAT No one can dispute 
THINK ALIKE the statement of 

\William McChesney 
Martin, president of the New York 
Stock Exchange, in Portland, Ore.: 
“Speaking as one engaged in financ- 
ing industry, which will participate in 
capital operations required in defense, 
I recognize that taxes, current and 
probable, will be far from adequate to 
meet the cost.” Irom Hollywood, 
Fla., where the Investment Bankers 
Association recently held its annual 
meeting, comes very much the same 


’ observation from its President, cou- 


pled with a plea to the Government 
that it clear the road so that the mem- 
bers of the organization can devote 
their untrammeled efforts to help 
finance the astronomical defense costs. 

What this expense is likely to be 
cannot now be foretold. Appropria- 
tions already authorized are in excess 
of $17 billion. But this is only the 
beginning. Already, even before the 
new Congress convenes in January, it 


FINANCIAL WORLD 


2 
‘ 
ed 
12 


is being bruited about that it will be 
asked to provide an additional $20 
billion. New taxes even at a 30 per 
cent “normal” rate, and excess profits 
taxes running as high as 70 per cent 
will fall short by more than half of 
this expected defense outlay, and 
therefore the balance will have to be 


provided from private investments. 
_ How to get it? That is the nut the 
Administration will have to crack. 
However willing to cooperate 
heartily with the Government in this 
major task these two leaders in the 
profession of raising capital profess 
themselves, their efforts will prove 


fruitless if they can not offer the en- 
couragement of a fair profit incentive. 

Aside from actual confiscation of 
wealth, the only other way to do this 
job of again putting idle capital to 
work is to offer a fair return for its 
use. It is a fact that cannot be 
effaced. 


HOW SHOULD WIDOWS AND RETIRED 
INDIVIDUALS INVEST THEIR MONEY? 


Part V 11—Investing $10,000 to Provide 
An Income of Over $500 Annually. 


he emotional factor is probably 

the most serious deterrent to in- 
telligent investing. Mass psychology 
can exert a powerful influence on in- 
vestment policy. Little more than a 
decade ago the public appetite for 
common stocks at prices 20 to 40 
times earnings, and yielding 2 to 3 
per cent or less, was insatiable. Indi- 
vidual objectives were lost sight of 
and many investors whose conserva- 
tive requirements were sacrificed to 
“new era” thinking paid the penalty 
in loss of income and capital. 


SAFETY FIRST? 


In recent years the pendulum has 
swung sharply in the other direction 
and the popular urge has been toward 
the ultimate in safety. As a conse- 
quence, yields on Governments and 
prime grade corporate bonds have 
been depressed to extremely low 
‘levels. On the other hand many 
medium-grade bonds and _ preferred 
stocks as well as “income” equities 
have been practically ignored, not- 
withstanding long records of good 
earnings coverage of interest and 
dividend requirements. To follow the 
crowd under prevailing conditions 
the investor must be satisfied with a 
meagre return on his capital, forego 
any possibility of at least partially off- 
setting a rise of living costs and face 
the prospect of eventual market de- 
preciation of his portfolio coincident 
with higher interest rates. 

The widow or retired individual 
must first of all seek an assured in- 
come. Preservation of capital is equal- 
ly important. The policy adopted to 
achieve these objectives must be de- 
termined by the conditions prevailing 
at the time the original investment is 
made, and thereafter adjustments 
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must be made to correspond with 
changing economic factors. All sen- 
timent and prejudice must be put 
aside and the situation analyzed 
strictly on the basis of existing con- 
ditions and probable future develop- 
ments. 

The twin fears of investors today 
dre war and inflation. The fear that 
the establishment of this country’s 
economy on a war-time basis with 
wide dictatorial powers lodged in the 
l‘ederal Government may foreshadow 
the end of the capitalistic system as 
we have known it, seems rather far- 
fetched. Inflation, or the fear of it, 
usually envisages the most drastic 
type of currency depreciation, such 
as occurred in Germany after the first 
world war. For various reasons 
which have been touched upon in this 
series, that type of inflation in this 
country does not appear to be in im- 
mediate prospect. Even price infla- 
tion of any magnitude is unlikely in 
the near future. Such fears need 
hardly be considered at this time in 
devising an investment program for 
income. 

To obtain a reasonable income from 
the investment of $10,000 today, care- 
ful analysis will uncover numerous 
opportunities in the field of medium- 


grade bonds and preferred stocks and 
also among common stocks. It should 
be obvious that in making selections 
from these groups, keenest discrimi- 
nation must be exercised. But this 
is true regarding any investment. 


SEASONED GROUP 


All of the companies whose obliga- 
tions have been included in the port- 
folio are outstanding units in their 
respective fields. There are no pro- 
motional ventures or unseasoned en- 
terprises included. The annual in- 
come of $568.50 is equivalent to a 
yield of 5.68 per cent on the invested 
capital. About half the capital has 
been allocated to fixed income securi- 
ties and the remainder to a group of 
sound established dividend paying 
common stocks. Besides a liberal re- 
turn, this program is well situated to: 
benefit from economic trends now in 
evidence and over a period of time 
ay be expected to appreciate moder- 
ately in value. 

xk k * 

Epiror’s Nore: This is the seventh of a 
series of discussions concerning the solu- 
tion of the problems of investing for 
widows and retired individuals; the entire 
series will consist of 12 or more chapters, 
and will include a number of specific in- 
vestment programs involving amounts of 


from $10,000 to $200,000. 


Par Amount 
or Number 


of Shares 


Tssue: 


General Flectric 


$1,000 Pennsylvania R.R. 4%4s, 1970... 
$1,000 Louisville & Nashville 414s, 2003.......... 98 
10 shs. West Penn Elec. 6% pfd....... 
Radio Corp. $3.50 pfd.......... 
Firestone Tire & Rubber 6% pfd 
Chesapeake & Ohio............ 
25 Texns Gell 


A $10,000 PORTFOLIO YIELDING 5.68% 


Price Value Income 
96 $960 $45.00 
980 45.00 
103 1,030 60.00 
63 945 52.50 
100 1,000 60.00 
168 1.680 90.00 
25 875 47.25 
37 925 62.50 
3 850 46.25 
$10,085 $568.50 
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THE DISTILLERS 
FACE DILEMMA 


Competition and new taxes—recent as well as 
potential—are two of the significant factors in 


the liquor picture right now. 


eon the important holiday buy- 
ing season now virtually at an 
end, the distilling industry can look 
back on what has been a “truly ab- 
normal year” in more ways than one. 
The outstanding development, per- 
haps, was the 334% per cent increase 
in the Federal excise tax to $3 per 
gallon. This brought a nationwide 
rush by consumers to beat the new 
levy. As a corollary, earnings were 
stimulated sharply during the months 
just prior to the effective date of the 
new tax on July 1 

During the year, also, sharp price 
cutting broke out among retailers in 
the New York City area. Several 
factors were involved here. But suf- 
fice it to say that this was caused 
principally by two developments: 
first, heavy stocking in anticipation 
of the new taxes, with consequent 
pressure on the price structure; sec- 
ond, granting of concessions by dis- 
tillers who were interested in obtain- 
ing a larger share of the big-volume 


New York market. At the moment, 
prices are relatively satisfactory for 
the country as a whole. But despite 
several attempts to stabilize quota- 
tions in New York City, price cutting 
is still going on. 


THE “BIG FOUR” 


The appended tabulation shows 
that the “Big Four” of the distilling 
industry continued to maintain earn- 
ings at good levels over their past 
fiscal years. (National is the only 
ene of this group that still reports on 
a calendar-year basis.) Those con- 
cerned with these equities, however, 
are undoubtedly interested in future 
earnings possibilities. To begin with, 
then, a brief review of the current 
status of each of distilling’s Big Four 
follows: 

Distillers Corp.-Seagrams is cur- 
rently understood to be experiencing 
a somewhat lower physical volume of 
sales. Nevertheless, generally higher 
prices may bring an increase in dollar 


sales for the first fiscal half (to Jan- 
uary 31, 1941). This leading distiller 
of both the United States and Canada 
earned $3.17 a share in the six months 
ended January 31, 1940. At this time, 
it appears that net in the like period 
that ends next month will be under 
this amount. An interesting observa- 
tion here is that, since some 90 per 
cent of sales and earnings are derived 
from this country, all statements are 
now being shown in U. S. currency. 
(Company’s “Calvert” brand, inci- 
dentally, has been one of the sales 
leaders in the New York market.) 

In keeping with the general trend, 
1940 sales of National Distillers are 
expected to top 1939 comparatives, 
when they were roughly $59.2 mil- 
lion. Profits, as indicated by the es- 
timate in the table, are expected to 
remain reasonably close to 1939 levels. 
( Nine months’ net was equal to $1.56 
a share, compared with $1.54 in the 
like 1939 interval.) Paralleling in- 
dustry experience, this largest factor 
in the domestic liquor trade handled 
a very high volume of business in the 
second quarter; a slump in the suc- 
ceeding period was inevitable. But 
since that time, sales have recovered 
sharply and are now moving at satis- 
factory levels. 

Schenley Distillers has changed its 
method of reporting from a calendar- 
year to a fiscal-year basis. For the 
fiscal year ended August 31, 1940, 
sales amounted to approximately 
$81.5 million, and net was equivalent 
to $2.73 a share. Best available com- 
parison with these figures is the 1939 
calendar year, when sales were $73.9 
million, and earnings amounted to 
$2.52 a share. Acquisition of Olde- 
tyme Distillers Corporation last May 
was a factor in the year-to-year in- 
creases. Sales were recently said to 
be a little better than a year ago; 
profits are understood to be holding 
at the August fiscal-year rate. Re- 
sumption of dividends depends upon 
progress in reducing bank loans, 


. which reached a seasonal peak of $25 


million late in November. 
For the August fiscal year, Hiram 
Walker upped sales some 15 per cent 
(Please turn to page 31) 


STATISTICAL REVIEW OF THE “BIG FOUR” 


Per Share Earnings—-— oo Ann. Recent Indic. Price X 

Issue: Year ended: 1940 1939 Div. Price Yield Earnings 
er July 31 $5.08 *$3.29 $2.00 19 10.5% a7 
Dec. 31 F3.35 3.43 2.00 24 8.3 7.2 
incccsccaveuneeece’ Aug. 31 2.73 y2.52 Nil 11 ak 4.0 
Aug. 31 v7.60 y6.58 4.00 30 13.3 3.9 


"Wear ended December 31. E--Estimated: 
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after all taxes. 


y—In Canadian currency. 
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MARKET 
OUTLOOK 


Usual year-end price rise has failed so far to put in an 
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appearance, more attention being paid by the stock market 


to the various factors of uncertainty than to continued 
high rate of business activity. 


THE END of the year approaches with industrial 
and railroad stock prices, as measured by the 
familiar averages, about thirteen per cent lower 
than the levels that were prevailing at this time in 
1939, and with the utilities (largely reflecting disap- 
pointment over perpetuation of New Deal policies) 
showing a decline of around 20 per cent. These 
declines have occurred in the face of a rise in in- 
dustrial activity to record heights, expansion of ag- 
gregate corporate earnings over 1939 levels, and 
larger total dividend disbursements for the year, 
thus reflecting the toll being taken by the uncer- 
tainties of the war abroad as well as those here 
at home. 


EVEN THE Allied successes of the past several 
weeks have not been sufficient to offset, as a market 
factor, adverse developments elsewhere, one of the 
most important of which is the continued drift of 
the United States toward actual participation in 
the war. This drift has for a background, at the 
present time, the published claims that Great 
Britain is about at the end of its ability to con- 
tinue the purchase of needed war materials in this 
country. But in two significant directions, at least, 
the indications do not support any such assump- 
tion. In the first place, the London stock market 
has not been acting as if England were shortly to 
be cut off from the supplies which admittedly are 
essential to success in the war (the London Finan- 
cial Times’ industrial stock index is currently only 
I'/> points below the recovery high attained No- 
vember |5). Secondly, one American corporation 
after another has been permitted to transfer earn- 
ings of English subsidiaries to this country, such 
funds going to help pay dividends to American 
shareholders. 


SO FAR AS our own defense activities are con- 
cerned, the fact that the program has been lag- 
ging behind schedule has finally come out into print. 
But significant in this respect is that, although in- 


dustrial production already is at record levels, the 
full impact of the defense expenditures has still to 
be felt. During the first five months of the Gov- 
ernment's current fiscal year these expenditures ran 
at a monthly rate of about $250 million. This will 
have to be stepped up to more than $550 million 
a month if the estimated $5 billion is to be spent 
before the end of next June. And the latter figure, 
of course, is less than half the amount that has 
already been appropriated, and but a small frac- 
tion of the total that will be spent before the 
armament program is completed. 


FROM THE standpoint of stock market influences, 
the year-end is likely to mark an important turn- 
ing point. For January will of course usher in re- 
newed activity in Washington, with important 
factors including the President's message on the 
state of the Union, his budget message, and doubt- 
less others on specific subjects, in addition to which 
Congress itself (which in recent weeks has been 
comparatively inactive) will again occupy a prom- 
inent position in the headlines. If the majority dis- 
position is to adhere to a middle course, avoiding 
any further entanglement in the war, the influence 
on security prices should be beneficial. 


EVEN RECENT trading volumes averaging no more 
than 700,000 shares a day do not furnish an ac- 
curate measure of the continued market apathy. 
A very considerable proportion of the activity of 
the past several weeks has been in stocks quoted 
at two dollars or less, and obviously reflects sell- 
ing for tax purposes. Until something develops to 
change the situation now prevailing, preference 
should still be given stocks affording good yields 
from dividends that appear assured despite further 
tax increases, with medium grade bonds and pre- 
ferreds constituting a substantial portion of one's 
total invested capital. 


—Written December 19; Richard J. Anderson. 
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PUBLIC UTILITY PROGRESS: The year is now 
sufficiently well along to indicate that sales of elec- 
tric power in 1940 will establish a new all-time 
record, topping: 1939 by about || per cent. Be- 
cause of further rate reductions, the industry's 
gross revenues will not rise by a similar amount, 
estimates being that the increase will come to 
around 5!/> per cent. In recent weeks, power pro- 
duction has been running about nine per cent 
ahead of last year, although numerous companies 
have of course been showing a better than average 
performance. Among these have been Detroit 
Edison, with increases averaging around 19 per cent 
during the past month, National Power & Light, 
about 17 per cent; North American and Consoli- 
dated Gas of Baltimore, 14 per cent; Niagara Hud- 
son and Commonwealth & Southern, |! per cent. 
In several recent weeks, Southern California Edi- 
son's output has run below year-ago levels. Other 
companies that have shown less than average in- 
creases during the past month have been Boston 
Edison, Consolidated Edison, Electric P. & L. and 
New England Power. 


CONSTRUCTION GAINS WIDENING: Ac- 
cording to the F. W. Dodge figures, the dollar 
value of building contracts awarded in the first 
eleven months of this year totalled only about 10 
per cent more than the aggregate for last year's 
January-November period. However, that is by 
no means the entire story. The year started out 
with construction activity running well below 1939 
levels, contract awards for the initial quarter show- 
ing a decline of about 15 per cent. But good gains 
registered in May and June resulted in the second 
quarter showing a three per cent increase from the 
year-ago volume. Third quarter gain amounted to 
24 per cent, and the October-November increase 
came to 36 per cert. These figures suggest that 
the building supply companies’ results for the sec- 
ond half of this year should show much better than 
seasonal improvement over the figures for the ini- 
tial six months. 


COPPER OUTLOOK PROMISING: During the 
past three and a half months, sales of copper have 
broken all records, and the probabilities are that a 
high rate of demand will continue for many months 
to come. Estimates have been made recently by 
both producing and consuming groups that require- 
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ments of the red metal next year will surpass the 
1929 peak. If this should actually occur, the cop- 
per industry's productive facilities will be strained 
to the utmost. To prevent any shortage of this 
important material, Government agencies are con- 
sidering plans to cut the tariff or import Latin 
American metal duty free for stockpiles. It is ques- 
tionable whether such action will be necessary, since 
Chilean producers, cut off from their normal Euro- 
pean markets, have recently been shipping copper 
to this country despite the duty. High demand 
levels should enable the low cost producers to show 
substantial earnings even at present quotations for 
copper, but the marginal enterprises still occupy a 
mediocre position. (Details on page 6.) 


FERTILIZER SALES LAGGING: The second halt 
of the calendar year is of little importance to the 
fertilizer industry in determining full year earnings, 
inasmuch as the active selling season does not begin 
to get underway until January. Nevertheless, it is 
interesting to note that indicated sales for the first 
five months of the industry's fiscal year have lagged 
a little behind those of the same period of 1939. 
Tag sales in the 17 reporting states for the July- 
November period totalled 532 thousand tons, as 
against 537 thousand tons a year ago. But sales 
for March as well as for April are invariably more 
than twice that five-month total, and volume then 
—as well as prices prevailing—will largely deter- 
mine the results to be reported for the year which 
will end next June 30. 


GAIN FOR CHEMICALS: Perhaps because sc 
large a proportion of chemical production goes into 
every-day uses (which show little cyclical change} 
the industry's recent gains have not been keeping 
pace with the expansion shown in numerous other 
fields which also are playing an important part in 
the defense program. The Federal Reserve Board's 
latest index of chemical production stands at 115 
which compares with ||| a year ago. This change 
is not far out of line with that shown by the Chemi- 
cal & Metallurgical Engineering index. Latter stood 
at 151 for November, vs. 143 for the same month 
of 1939. Prices have continued to show their char- 
acteristic stability, the Bureau of Labor Statistics’ 
chemical price index for the latest month being 
84.8 against 84.5 for the corresponding month of 
last year. 


O 
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CHANGES IN RECOMMENDATIONS: Inas- 
-much as Phillips Petroleum Company is negotiating 
for the refunding (with a lower coupon issue) of its 
convertible debenture 3s, 1948, these bonds are 
being removed from the list of recommendations. 
In their place are being added Walworth first 4s of 
1955. Although this issue constitutes a straight 
bond with no conversion feature or warrants, there 
appears to be significant room for market appre- 
ciation from current price levels of around 79. 
Walworth Company—manufacturer of valves, pipe, 
pipe fittings and pipe tools—obviously is in a 
“prince or pauper’ position, but current trends 
are running in the right direction and promise to 
continue to do so for the next several years. 

American Machine & Foundry common is being 
added to the income stocks. This company manu- 
factures more than nine-tenths of all the cigarette 
and cigar making machinery used in this country, 
and stability of earnings and dividends has been a 
characteristic. For the past three years the stock 
has paid 80 cents annually, a rate which affords a 
yield of over 6!/> per cent at current prices of 
around 12. Estimated exemption from excess prof- 
its taxes is about $1.24 a share, and thus this factor 
is unimportant as concerns maintenance of the cur- 
rent dividend rate. 


To the business cycle group is being added Free- 
port Sulphur, not only because of the promising 
prospects for the company's sulphur business but 
also because of the growing earning power being 
demonstrated by its subsidiary, Cuban American 
Manganese. After years of development, this lat- 
ter property now is operating well in the black, anc 
accounted for approximately 93 cents of Freeport's 
consolidated earnings of $2.91 per share for the 
first nine months of this year. 


STEEL COSTS RISING: The small semi-integrated 
steel producers, and even the larger companies, 
have been subjected to considerable increases in 
raw material costs in recent months. The principal 
reason for this has been the advance in quotations 
for ‘steel scrap. Consumption of this important 
material was estimated at 4,233,000 tons in Octo- 


THIS WEEK'S HIGH GRADE 
SECURITY SELECTION 


For those who require the utmost in safety re- 
gardless of yield, or the longer term effects of 
any sustained trend toward higher money rates 
one preferred stock or bond is selected each week 
from the ranks of the high grade N.Y.S.E. listed 
securities. While many individuals will regard the 
returns thereon as inadequate for their purposes, 
these issues will be suitable for those to whom 
conservatism is a prime requisite. 


The selection this week: 


Market Call 
Issue: Price Price Yield 
Southern California Edi- 
son Ist & ref. 3s, 1965 105 108!/, 2.8%, 


ber, against a peak demand for 1939 of 3,858,000 
tons (registered in November). The Iron Age com-, 
posite scrap price has risen to $21.33 a gross ton 
from $16.04 a ton early in April. Since 1923, the 
current level has been exceeded only in late 1939 
and early 1937. Pig iron prices have also been in- 
creased in the past two months by two merchant 
producers, and the higher price may become gen- 
eral shortly. In the absence of any addition to 
current quotations for finished steel, unit profit 
margins will obviously be squeezed—although, of 
course, this is being offset by the high rate at 
which production is running. 


NEWS FACTORS 
POSITIVE: 


Business Loans—Continue to expand. 

Electric Output—Extends climb to new record 
levels. 

War—Graeco-British successes continue. 


NEUTRAL: 

Washington—Logan-Walter bill vetoed. 
Supreme Court—Extends Federal powers over pri- 
vate hydroelectric power development. 


NEGATIVE: 
National Defense—Lagging badly, says Knudsen. 
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The issues listed here do not constitute all of 
the purchase recommendations made from time 
to time by THE FINANCIAL WORLD, nor is it 
intended that one's holdings should necessarily 
be confined exclusively to these securities. This 
service is to be regarded as supplementary to 
various other features which appear each week. 
Purchases of speculative issues should be made 
only when consistent with the policies outlined 
in the "Market Outlook" on page 15. 


RECOMMENDATIONS 


BONDS 


These bonds can be used to form an investment portfolio 
backlog. While not all are of the highest grade, they are 
reasonably safe as to interest and principal. 


FOR INCOME: Recent Curent 
Great Northern gen. 5s, ‘73..... 101 4.957, Not 
Louis. & Nashville ref. 4'/2s, 2003 99 4.54 105 
Pacific Power & Light Ist 5s, '55.. 97 5.15 103!/, 
Pennsylvania R. R. deb. 4'/s,'70.. 96 4.69 102!/, 
FOR PROFIT: 

Allis-Chalmers conv. deb. 4s, ‘52. 107 3.73 106 
Lion Oil Ref. conv. deb. 4'/2s, ‘52 98 4.59 102!/, 
Pere Marquette Ist 5s, '56...... 79 6.32 105 
@Phillips Petrol. conv. deb. 3s, ‘48 102 2.94 102'/2 
United Drug. deb. 5s, '53....... 88 5.68 104 
*&Walworth Ist 4s, 55.......... 79 50 100 


@ Removed this week; see page 17. *Added this week. 


PREFERRED STOCKS 
FOR INCOME: 


These are good grade issues and suitable for investment 


purposes for income. Recent Current Call 
Price Yield Price 


American Water Works $6 cum.. 98 6.12% 110 
Chesapeake & Ohio $4 non-cum.. 100 4.00 ory 
Crown Cork $2.25 cum. (ex-war.) 44 5.11 48, 
Tide Water Asso. Oil $4.50 cum. 99 4.54 107 
Union Pacific R. R. $4 non-cum.. 84 4.76 Not 


FOR PROFIT: 


Reasonably assured dividends and prospects of appreciation 
are combined in these issues. 


Allied Stores 5% cum........... 77 6.49 100 
Chic. Pneumatic T. $3 cum. conv. 42 7.14 55 
Radio Corp. $3.50 Ist cum. conv. 63 5.54 100 
West Penn. Elec. $7 cum. cl. "A". 103 6.80 115 
Youngstown Sheet & T. 542% cum. 99 5.55 105 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is dividend regularity 
and reasonable yield. While not devoid of appreciation pos- 
—Earnings—— 


STOCKS Recent indicates 
Adams-Millis .......... 22 $1.00 45% $3.64 b$1.56 
*Am. Machine & Fdry... 12 0.80 6.46 0.95 60.64 
Best & Company ...... 31 5.9 b1.29 


Borden Company ...... 19 «61.40 7.3 1.81 60.75 
Carolina, Clinch. & Ohio 91 5.00 5.5 Pa 
Chesapeake & Ohio .... 42..{3.25 7.7 3.49 3.45 
Corn Products ........ 42 3.00 7.1 3.32 1.89 
First National Stores.... 40 2.50 6.2 h3.34 1.57 


sibilities, price movements will probably tend to be more re- 
stricted than in the selection of the "Business Cycle" group. 
—Earnings—— 


STOCKS 
(5. ........ 


25 ($1.35 5.4% $1.90 Bete 
Louisville Gas & E. "A". 18 1.50 8.3 2.33 y$2.51 


Melville Shoe ......... 30 92.25 7.5 2.65 bl.29 
Pacific Lighting ....... 37. 3.00 8.1 3.60 y2.74 
Standard Brands ....... 6 §0.50 8.3 0.51 0.48 
Underwood Elliott ...... 34 2.25 6.6 2.53 1.88 
Union Pacific R. R...... 75 6.00 8.0 6.74 2.46 


t—Dividend guaranteed by Atlantic Coast Line and Louisville & Nashville. [—Including extras. b—Half-year. c—Nine 


months. f—I2 months ended January 31, 1940. 
y—!2 months ended September 30. ‘%*Added this week. 


h—Fiscal year ended March 31, 1940. s—l0 months ended October 31. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods 
of rising markets, stock of the business cycle type are 
logically more susceptible to price declines in periods of 
general market weakness. The issues listed in this group 
cannot be expected to resist the trend when virtually the 
entire market is declining but their potentialities are such as 


1940 ——Earnings—— 
Allis-Chalmers ........... 36 $1.50 $2.09 $2.12 
American Brake Shoe.... 39 2.10 2.39 2.13 
Amer. Car & Foundry..... 29 a hD3.40 6D0.32 
American Cyanamid "B".. 35 $0.60 2.07 cl.6l 
Anaconda Wire & Cable. 33 1.50 1.54 2.18 
Bethlehem Steel ......... 85 5.00 5.75 c9.72 
24 2.25 1.09 c2.17 
Climax Molybdenum ._.... 29 2.20 4.09 c1.88 
Commercial Solvents .... II 0.25 .0.61 
Crown Cork & Seal...... 26 0.50 2.80 b2.06 
East. Gas & Fuel 6% pfd. 37 -~ 0.79 r5.92 
*Freeport Sulphur ...... 37 2.00 2.76 b2.91 
General Amer. Transport... 54 3.00 3.11 ¢3.24 
Glidden Company ...... 14 1.00 k1.70 b0.47 


t—Before depletion. 


to warrant their retention in moderate amount in well diversi- 
fied portfolios. Naturally, the price changes which have 
occurred since original purchase recommendations of these 
stocks vary among the individual issues. Consequently, it is 
suggested the subscribers consult our investors inquiry 
department before making initial purchases from this group. 


1940 ——Earnings—— 
srocss 
Kennecott Copper ...... 35 $2.75 $3.14 tb$2.29 
Lima Locomotive ........ 27 DO.54 
Mathieson Alkali ........ 28 1.50 1.12 cl.36 
May Dept. Stores........ 5i 3.00 23.58 b1.20 
McCrory Stores.......... 15 1.25 1.95 c0.82 
National Acme ......... 22 1.00 1.16 c4.18 
New York Air Brake...... 44 3.00 2.89 c5.11 
Paraffine Companies .... 38 2.25 g3.40 a0.77 
Pennsylvania Railroad .... 22 1.50 2.43 cl.73 
Thompson Products ...... 33 1.75 3.90 5.09 
Timken Roller Bearing.... 49 3.50 3.02 2.87 


t—Also paid $1.50 stock dividend in ($10 par) preferred stock. a—First quarter. b—Half-year. 


c—Nine months. D—Deficit. g—Fiscal year ended June 30, 1940. h—Fiscal years ended April 30, 1939 and 1940. k—Fiscal 
year ended October 31, 1939. r—!2 months ended October 3!. y—I2 months ended June 30. z—Fiscal year ended January 


13, 1940. %*%*—Added this week. 
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ANOTHER YEAR is ending, and predictions are in 
the air. Forecasting—or attempting to forecast—the fu- 
ture is a rather important pastime all over the world. 
This is not because of any consistent record of accuracy 
on the part of crystal gazers. Far from it. It springs, 
simply, from a very human desire to know what may 
lie ahead. Forecasting, of course, is nothing new to Wall 
Street. The financial district tries to do just that prac- 
tically every day throughout the year. But before look- 
ing into a few of the current predictions, it should be 
interesting to go back about a year and see what was 
prophesied at that time. 


DURING THE latter part of December, 1939, this 
column carried the following quotations regarding 1940: 
“One organization goes so far as to predict the actual 
limits next year: between 130 and 180, as measured by 
the familiar industrial average.” . In respect to industry 
in general, it was said that “the prognosticators antic- 
ipate an acceleration of the trend toward development 
of low-cost homes in 1940, a new phase in the growth 
of the aircraft industry, a continuation of the shipbuild- 
ing boom... .” “There will be more spending money 
for the farmers,’ says one passage, and “commodity 
price averages should trend higher in the year,” says 
another. At the time, also, Washington opinion was 
that, “on balance, the utilities will fare better in 1940 
than they did in 1939.” 


WHILE THIS represents only a part of what appeared 
at that time, suffice it to say that the remainder ran 
about the same pattern as far as accuracy was con- 


MARKETWISE AND OTHERWISE 


cerned. In other words, while last year’s crystal gazers 
managed to hit the nail on the head with respect to sev- 
eral developments, they missed out almost entirely on 
the important ones—the market, the utilities, etc. So 
with this as a warning, let it be noted that statistical 
organizations do not expect any sustained movement in 
average stock prices in 1941. Impressive reasons are 
given to support this view. But they all more or less 
reduce to this: that factors other than earnings will 
dominate the stock picture. 


INDUSTRY AS well as the man-in-the-street conti::ues 
to express a lively interest in the question of changes 
in 1942 auto models. Asked about the prospects in this 
direction, Alfred P. Sloan, Jr., chairman of General 
Motors recently told the writer that there would be “no 
restrictions on 1942 models.” He was quick to add, 
however, that “this refers to the ‘designing’ stage, which 
is completed. The industry still has the ‘production’ 
phase ahead of it.” It may be that the motor companies 
still hope to make major revisions next year. But con- 
sidering the critical situation in machine tools (if noth- 
ing else), it does not seem as if any but minor changes 
will finally materialize in 1942 cars. 


OVERHEARD AT the convention of the National 
Association of Manufacturers: Leon Henderson was 
asked whether he thought the new NAM platform was 
good. “Sure it’s good,” was the quick reply, ‘and those 
platforms are getting better ail the time!” Can this be 
considered an unofficial blassing by the New Deal?— 
Written, December 19. 


Shares -—Price—~ Net 

Stock : Traded Open Last Change 
Commonwealth & Southern.. 137,600 4 — ie 
83,800 69% 69 —% 
Socony-Vacuum Oil ........ 63,400 8% 83% + % 
General Electric ............ 54,400 333% 33 34 


Consolidated Edison ........ 
General Motors ............ 


Paramount Pictures ........ 47400 10% 104% +4+% 
International Tel. & Tel...... 43,800 2 2% + % 
Standard Oil Calif........... 43,400 17% 18% 4% 
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Shares -—Price—~ Net 
Stock: Traded Open Last Change 
Seaboard Air Line Ry....... 41,000 iy Seer 
N. Y., N. H. & Hartford R.R. 36,500 ts ie Moses 


North American Co........ 34,400 16% 16% +\% 
Warner Bros. Pictures....... 33,700 3% 3% +% 
International Nickel ........ 33,300 24% 23% —% 
Columbia Gas & Electric..... 32,400 4y, 
Southern Pacific ............ 32,400 7% 7% + % 
Republic Steel ............. 27,400 22% 21% — % 
United Gas Improvement .... 27,300 934 OY, 


Fiatete 
“4 
> 
5 7 ly 
v4, 00 l 8 21% + 
49,700 49% 497% 
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Offshoots & Sidelines 


To open the way for national ex- 
ploitation of its new soup line, which 
invades New York City for the first 
time in early January, Beech-Nut 
Packing is discontinuing all cracker 
lines—Woolworth has already pur- 
chased all Beech-Nut cracker inven- 
tories. . Acquisition of Pharma 
Craft Corporation by Frankfort Dis- 
tlleries places this liquor company in 
the drug products field—the initial 
promotion will be “Fresh,” a deodor- 
ant for the body and not the breath. 
... Mergenthaler Linotype finds that 
certain of its products are being util- 
ized for jewelry — “Linotype” ma- 
trices are being gold plated and linked 
together in necklaces and _ bracelets. 
... Top laurels go to Gillette Safety 
Razor as the leading sports event 


20’ 6” ROYALE. 31 to 36 M.P.H. Seats eight. 


KKK KK KKK KKKKKK 


AMERICA’S NEWEST BOAT CREATIONS 


All new! 125 beautifully streamlined boats from 
which to choose. Guaranteed speeds from 20 to 50 
m.p.h. Greater luxury, comfort, seaworthiness. 
1941 CHAMPIONS OF THE WATERWAYS 


28’ 6” FLAGSHIP. Speeds 37 to 46 M.P.H. Seats eleven. 


ATTENTION DEALERS — Gar Wood launches the 1941 
season with the most ambitious boat-building program, 
backed by a powerful, national, advertising campaign. 
Act fast. Write, wire or telephone for merchandising 
and franchise facts. 
Prices start at $1120 factory 


Write for 1941 Portfolio of GarWood Boot Pictures. 


GAR 
INDUSTRIES, INC. 
Boat Division * 540 River Road 
Marysville, Michigan 


o those who have boosted or 

booed these efforts during 
the past twelve months, I extend 
my best wishes for 


A Merry Christmas 
AWSJr 


sponsor on New Year’s Day—com- 
pany will pay for the broadcasting of 
the football games at the Sugar Bowl 
in New Orleans, the Orange Bowl at 
Miami and in San Francisco where 
the East-West All-Star classic will be 
held. . . . From American Airlines 
comes the idea for something new in 
calendars—this one is printed in re- 
verse so that it can be read correctly 
when seen in a mirror of (eg.) a 
barber shop or beauty parlor. 


Office Innovations 


The demand for office machines in 
colors to match or blend with other 
office furnishings has led one of the 
typewriter manufacturers to consider 
offering their big machines in a selec- 
tion of shades—up to now only the 
portable typewriter market has been 
harrassed with the color problem. 
... Latest in electric erasing machines 
is a “core feed” variety, perfected by 
Charles Bruning Company—the claim 
is that it is as easy to use as an auto- 
matic pencil in that control button is 
designed to fit under the index finger. 
. .. Shaw-Walker has secured a pat- 
ent on a new type of “transcribing 
desk” for typists who use the “Edi- 
phone” or “Dictaphone’”—the desk 
is equipped with built-in compart- 
ments and foot pedals. . . . Another 
labor saving device for the executive’s 
desk is a “Cigarette Valet” of Master- 
bilt Products—each time the lid of the 
box is opened a lighted cigarette is 
automatically dispensed and nothing 


‘more in effort is required than the 


flip of a finger nail. 


Household Gadgets 


Outstanding model in the 1941 of- 
ferings of White Sewing Machine 
is the combination desk - sewing - 
machine—when not in use, the sew- 
ing machine turns into an attractive 
knee-hole desk which can also serve 
as a typewriter stand. . . . General 
Motors’ “Frigidaire” will next offer 
an odor-free household refrigerator 
which automatically absorbs the odors 
of foods before they contaminate other 
foods kept in the same compartment 
—the secret is a slab of odor-absorb- 
ent charcoal and a heating device 
within the door. . . . Grandfather’s 
clocks go modern in the new self- 
starting electric timepiece developed 
by Edwards & Company—housed in 
an 18th Century case, the clock is 
equipped with two sets of chimes: one 
to sound the hours and the other con- 
nected with the button on the front 
door. . The fad for “drinking” 
iresh vegetables has produced the new 
“Zippy” model of Jiffy Juicing Ma- 
chines—practically any vegetable can 
be turned into a liquid without pre- 
viously peeling, paring or coring it. 
... Coming is the “electric hairbrush” 
which has been designed for home use 
by Hershey Manufacturing—the vi- 
brating action of the bristles is in- 
tended to clean the scalp of scale and 
dandruff and at the same time mas- 
sage the muscles above the skull. 


Plastic Parade 


In. another effort to conserve steel, 
Ford Motor is reported to be conduct- 
ing experiments with an automobile 
body made entirely of plactic mate- 
rials—it is understood that soya bean 
plastics are being given greatest con- 
sideration. . . . Unbreakable phono- 
graph records made from a new plas- 
tic will soon be made by a new proc- 
ess by Gray Manufacturing — the 
method of manufacture is so simple 
that expensive equipment is not 
necessary and production of discs is 
much more rapid. . . . Nylon bristles 
are now being used successfully in the 
rotating furnisher brushes of printing 
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presses and this is expected to open 
another market for this plastic—sim- 
ilar brushes could be used in carpet 
sweepers and vacuum cleaners, not to 
mention those used in many industrial 
machines. Another important 
use for plastics in interior decoration 
is as tiles— Monsanto Chemical is 
bringing out its ‘“Lustron” molded 
tiles in a wide range of colors suitable 
for decorating the walls of restau- 
rants, theatres, hotels and stores. .. . 
Now that the curtains for shower 
baths are available in several syn- 
thetic materials, it is not surprising 
that the next step should be taken— 
Blossom Manufacturing is introduc- 
ing a line of plastic shower curtain 
hooks in tints to match the curtains. 
... The new safety goggles of Kim- 
ball Safety Products are equipped 
with side-shields made of a heavy 
transparent plastic— similar  side- 
shields can be obtained to fit almost 
any pair of glasses. ... Next in pipes 
from General Briar Pipe Company 
will be the “Lenox,” a model with a 
stem or shank made of duPont “Lu- 
cite’’—this is the plastic that permits 
the piping of light around corners. 


Christenings 


Standard Oil (N.J.) has registered 
the tradename “Flexon’’ as a term 
for synthetic rubber. . An im- 
proved polishing abrasive, produced 
in an electric furnace from bauxite 
(aluminum oxide), will be offered by 
Hanson-VanWinkle-Manning Com- 
pany as “Vanite.” . A variety of 
deodorants for various purposes have 
been named: (1) ‘“Sno-Mist,” a body 
deodorant from Phillips & Benjamin ; 
(2) “Odo-Car,” a neutralizer for 
odors in automobiles by Expello Cor- 
poration and (3) “Plescent,” a de- 
odorizer for paints, developed by 
Coastwise Laboratories. . . . U. S. 
Rubber has selected ‘Micaphane” as 
its designation for rubberized baby 
pants and rain capes. .. . “Vestpok”’ 
will describe the new non-electric me- 
chanical dry shaver which will be 
sold to retail at $1.75 by a company 
of the same name. ... As a com- 
panion product to its First-Aid Kit, 
Meeker Company is bringing out an 
identical case called the “Army Dres- 
Kit” which holds a brush, comb, ra- 

or, shaving cream, nail file and mir- 

ror... . Newest in five-cent package 
confections from Reed Candy Com- 
pany is “Root Beer,’ which is also 
the flavor. 
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For the convenience of 
| 


FIRMS CONTEMPLATING CHANGES 
| IN PERSONNEL OR 
| OFFICE LOCATION 


WE HAVE PREPARED A BOOKLET 

| REPRODUCING VARIOUS FORMS OF ANNOUNCEMENTS 
WHICH WILL SERVE AS A USEFUL GUIDE. 

| Copy of this booklet showing these 


various forms, submitted upon request. 


ALBERT FRANK — GUENTHER LAW 


INCORPORATED 
ADVERTISING IN ALL ITS BRANCHES 
131 CEDAR STREET NEW YORK COrrttanot 7-5060 


Odds & Ends DESIGNED 


Corns Products continues its adver- 
tising arrangement with the Dionne 
quintuplets as sponsors for ‘‘Karo” 
syrup in 1941—the product has been 
canned for 37 years but will now 
make its bow in a glass jar for the 
first time while the five little girls will 
be featured as the “Glamorous 
Quins.” .. . Goofiest yet in promotion 
stunts is that of the Hal Roach Stu- 
dios which organized the American 
Institute of Humor Analysis to stir 
up interest in its new comedy, “Road 
Show”—a machine called the “Maico 
Psychometer” has been created to test 
the individual’s “HQ” (Humor Quo- 
tient) and determine the best type of 
comedy for each personality. ... A 
storage battery for flashlights which 
can be recharged from any electric 
light socket will soon be offered by 
the Ideal Commutator Dresser Com- 
pany—the battery is small enough to 
fit the average flashlight that operates 
a 1.9-volt bulb. . . .How an aspirin 
tablet containing only three grains of 
aspirin can be made as potent as the 
conventional five-grain tablet is dis- 
closed in a patent assigned to J. T. 
saker Chemical—the addition of 
magnesium carbonate in producing 
the tablets makes the aspirin more 
quickly soluble. . . . New York’s fi- 
nancial district has been among the 
missing in movie films in recent years 
but will soon turn up again in Colum- 
bia Pictures’ coming feature, starring 
Franchot Tone and Joan Bennett— 
title: “A Girl’s Best Friend Is Wall 
Street.” 


and MADE-UP 
a number of 


Overcoats 


in various sizes 
of finest imported fabrics 
and workmanship 
Prices very reasonable 


Shotland & Shutland 


INCOME TAX RETURNS 


Made Easier 
Estates Settled More Quickly 
Your Financial Affairs Kept in Order 


MI-REFERENCE 


TO KEEP PERSONAL RECORD of all stocks and 
bonds analy held or sold, dividends, other errr tax 
deductions, inventory of assets, etc., you need * -REF- 
ERENCE”, loose-leaf binder with ruled forms (100 sheets, 
5/2 x B42 inches) for every purpose—$4.50, postpaid; or 
DeLuxe leather edition, 200 sheets for $8. 50. i 
doubt, ask for sample ruled forms from * 
ENCE” and other Personal Record Books, free on request.) 


FINANCIAL WORLD BOOK SHOP 
21 WEST STREET NEW YORK, N. Y, 
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nes and irregular price move- 
ments have been shown in mest 
groups and last week’s bond trading 
was notable for its cross currents 
rather than any consistent trends. A 
few high grade rail bonds reached 
‘new highs but, taken as a whole, the 
“top flight” divisions of the market 
were reactionary. The premium on 
the new taxable Treasury notes was 
reduced and outstanding U. S. Gov- 
ernments sold off moderately. There 
were some instances of individual 
strength among speculative issues, in- 
cluding the further rise in Eries on 
news of court confirmation of the re- 
organization plan. Other reorganiza- 
tion rails either sold off or showed no 
appreciable net change. 


FLORIDA EAST COAST BONDS 


Although the “Section 77” or bank- 
ruptcy method of reorganizing rail- 
road companies has failed to realize 
the hopes of its sponsors in several 
respects, notably the time factor, def- 
inite results are finally being demon- 
strated by a number of companies 
which have undertaken to readjust 
their capital structures under this pro- 
cedure. The Chicago Great Western 
and Chicago & Eastern Illinois reor- 
ganizations are practically complete, 
and the Erie is making good progress. 
Last week the Interstate Commerce 
Commission’s plan for the Erie Rail- 
road was approved by the Federal 
Court having jurisdiction over this 
case and it appears that the processes 
of reorganization for this road will be 
completed in 1941. 


| TREND OF THE BOND AVERAGES 
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Last week it was announced that 
the Florida East Coast Railway, 
which has been in equity receivership 
since 1931, will file a petition under 
Section 77 early in January in order 
to facilitate the consummation of a 
reorganization plan formulated by the 
junior bondholder interests. Al- 
though there are some unusual cir- 
cumstances in this case, it demon- 
strates that the old-fashioned type of 
equity receivership reorganization is 
not necessarily more expeditious than 
Section 77, although the latter has 
been a great disappointment to those 
who thought it would be a time-saver. 


SWIFT 


The annual report of Swift & Com- 
pany, recently released, showed a gain 
of about $862,000 in net earnings 
over the 1939 fiscal year, and also 
called attention to the rapid retire- 
ment of the first 334s, 1950. Redemp- 


NEW ISSUES SCHEDULED 


A™r2 the security offerings now in registration with the Securities & Ex- 
change Commission, and due to appear soon, are the issues included in 
the following compilation. The dates given, however, are not to be regarded 
as definite inasmuch as issues are frequently released before the expiration of 
the full 20-day registration period, and sometimes are delayed beyond that time. 


Date 
Issue Offering Underwriters Due 
Bond Stores, Inc...................... 75,000 shs $1 par com......... Lehman; Wertheim; 
Becker et al........... Dec. 31 
Brunswick-Balke-Collender ......... 45,000 shs no par com. at mkt. Lehman Bros.; 
Goldman Sachs ...... Dec. 26 
21,000 shs cum. $100 Lehman Bros.; 
Hemphill, Noyes...... Dec. 17 
an. 2 
National Motor Bearing Co.......... 14,960 shs $1.50 cum. conv. no Stephenson, 
Leydecker & Co....... Dec. 16 
National Oil Products Co............ $1,500,000 314s, 1955 and 35,965 First Boston 


tions have far exceeded the $1 mil- 
lion annual sinking fund requirement 
on this issue. Of the $43 million 
floated in 1935, $25 million remained 
outstanding after the $10 million re- 
demption which took place last No- 
vember 15. This large block was paid 
off ‘from cash on hand.” In view of 
the company’s very strong financial 
position and the small amount of 
bonds in relation not only to fixed 
assets, but also to current assets, 
Swift 334s are entitled to a very high 
investment rating. However, pur- 
chases cannot be recommended in 
view of the company’s policy of debt 
retirement (for which the adjective 
“gradual” contained in the report ap- 
pears to be a masterpiece of under- 
statement), and the fact that the 
bonds are selling several points above 
the call prices. 


C. & S. PLAN 


Commonwealth & Southern Cor- 
poration has filed with the SEC a 
plan for retiring its assumed funded 
debt. The latter, which amounts to 
about $52 million, consists of deben- 
tures of Southeastern Power & Light 
and of Penn-Ohio Edison which hold- 
ing companies were dissolved some 
years ago. It is proposed to sell $34.2 
million Georgia Power Company first 
and refunding 5s, held by the parent 
company, to a group of life insurance 
companies, and to borrow $17 million 
from five New York banks. Since 
the assumed debentures carry a higher 
interest rate than the Georgia Power 
bonds held by Commonwealth & 
Southern, and the bank loans would 
carry interest at a low rate (2% per 
cent), a substantial saving in interest 
costs could be effected. 

There is another and_ probably 
more important aspect of the plan, in 
that it is regarded as a first step 
toward simplification of the holding 
company structure, paving the way 
for readjustments which may be nec- 
essary under the Public Utility Act. 
Consequently, the financial relations 
between Georgia Power and the par- 
ent company will be carefully exam- 
ined by the SEC before approval is 
given. Other angles will also be 
considered by the Commission, in- 
cluding the possibility that the Geor- 
gia Power bonds held by C. & S. 
might represent a claim which should 
be subordinated to the rights of other 
securities of the operating company 
held by the public. 

Assuming that the SEC will give 
its approval, Southeastern Power & 
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Light 6s will be called at 110, and 
Penn-Ohio Edison 6s and 5%s at 
104% and 105, respectively. These 
debentures, which sold several points 
higher -earlier in the year, are now 
quoted only slightly above the re- 
demption prices. 


GERMAN BONDS 


Among the seeming paradoxes of 
the bond market is the fact that the 
bonds of a number of German munici- 
palities, mortgage banks and corpora- 
tions are selling around 26, while 
German Government 5's and 7s are 
quoted around 10 and 14, respectively. 
One reason is the fact that the latter 
issues are known to be regarded as a 
“political debt” by the Hitler régime, 
since they had their origin in repara- 
tions payments made by Germany 
after the last war. This viewpoint, 
which is borne out by the fact that 
the December coupon on the Dutch 
“tranche” of the 5%s is not being 
paid, naturally raises serious doubts 
as to future payments on the bonds. 

The future position of the other 
categories of German bonds is doubt- 
ful enough, but their status is, theo- 
retically, at least, more promising, 
since they are considered commer- 
cial obligations. Substantial sums 
have been devoted to the purchase of 
these bonds in the American markets. 
These purchases are believed to re- 
fiect the desire of German capitalists, 
having dollar resources which cannot 
be repatriated in the normal manner 
and which they fear would be confis- 
cated if German-American relations 
should become more strained, to 
transfer their assets to the homeland. 
Furthermore, coupons on German 
municipals can be exchanged for Ger- 
man refunding bonds which have a 
ready market in Switzerland. Be- 


cause of this demand, it is believed 
that these coupons can be converted 
indirectly into dollars, at least while 
present financial relations among the 
United States, Germany and Switzer- 
land are maintained. 


Concluded from page 8 


cal, whose Paterson, N. J., facilities 
for airplane engine manufacture are 
among the largest in the world, has 
leased or otherwise obtained a large 
amount of floor space by taking over 
plants of silk converters left idle by 
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buy any of these securities. 


To be dated December 1, 1940 


December 17, 1940 


This advertisement is neither an offer to sell nor a solicitation of an offer to 
The offering is made only by the Prospectus. 


$6,500,000 
Pittsburgh Steel Company 


First Mortgage Bonds, 414% Series due 1950 


Offering price 100% and accrued interest 


Copies of the Prospectus may be obtained from any of the undersigned. 


A. G. Becker & Co. 


Incorporated 


Hemphill, Noyes & Co. 
Merrill Lynch, E. A. Pierce & Cassatt 


E. H. Rollins & Sons 


Incorporated 


To be due December 1, 1950 


the decline of the silk industry in that 
important textile center. Some of the 
smaller automobile manufacturers— 
such as Graham-Paige and Willys- 
Overland—whose production in re- 
cent years has been very small in re- 
lation to plant capacity have received 


substantial orders for ammunition 
components and other ordnance parts. 


Even concerns which are approach- 
ing or breaking old sales records on 
normal business, notably General Mo- 
tors, have found it possible to devote 
a substantial part of available plant 
capacity to the manufacture of en- 
gines for naval vessels, military 
trucks, aircraft parts, tank parts, 
shells, machine guns, gun carriages, 
fire control equipment, fuses, ete. 
The railroad equipment industry, with 
a much larger excess plant capacity in 
the aggregate, is one of the best actual 
and potential sources of production 
of armaments and parts. However, 
in most cases where factory floor 
space is available and can be used for 
defense program purposes, it is neces- 
sary to install new and specialized 
machinery, which represents capital 
expansion just as much as the con- 
struction of a new factory. 


BBB CONTINUES 
CONSTRUCTIVE WORK 


— and inquiries at the 
rate of 4,000 annually are still 
being received by the Better Business 
Bureau of New York City, states that 
organization in a report of recent ef- 
forts in the direction of investors’ 
protection. This high total is in spite 
of the fact that the past several years 
have been relatively quiet in stock- 
swindling circles—largely a result of 
speculative apathy on the part of the 
public. Work of the Securities & Ex- 
change Commission, together with 
more watchful supervision by state 
securities bureaus, has been an impor- 
tant factor in discouraging shady 
stock practices. But while the BBB 
cooperates with these and other agen- 
cies, it is primarily interested in stop- 
ping fraud before it is perpetrated. 
In this task, which is, essentially, a 
self-regulation and_ self-policing of 
business, the Bureau draws upon its 
experience of some 18 years of fact- 
finding. Some of the matters re- 
viewed by the BBB in its latest report 
include “Life Insurance Advisers,” 
and “Front Money.” 
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Make Your 
Own Charts 


Use the "Price Ranger,’ a 
specially designed chart blank 
which is particularly adapt- 
able for the simplified plot- 
ting of daily stock prices 
(high, low, and close) and 
sales volume. 


These sheets are each 8!/, by 
|! inches and are sufficient 
for a six months’ arithmetical 
record. Prices: $1.00 for 
twenty-five individual sheets, 
postpaid. Check or money 
order accepted. 


Charts, graphs 
and floor plans 
of every type 


EDWARD 
WILLMS 


and  descrip- 
tion orepared 136 LIBERTY ST. 
to your order. NEW YORK CITY 


Start the 


New Year 
Right! 


How often have you wanted to refer 
to a back issue of THE FINANCIAL 
WORLD and found that you had pre- 
viously tossed it away? It is so easy to 
keep a file of back issues in one of our 
attractive and durable leatherette binders, 
each the right size to hold 26 issues 
(6 months’ copies) of THE FINANCIAL 
WORLD. Title is stamped on the dark 
green cover in rich antique gilt. In a few 
seconds each week’s issue may be inserted 
in this binder to stay or it may be removed 
just as easily. Price $2.50; special— 
2 binders $3.95, postpaid. Financial World 
Book Shop, 21 West St., New York, N. Y. 


CAPITAL 
AVAILABLE 


A financial client of this firm is in 
Position to negotiate additional substan- 
tial capital requirements for such busi- 
nesses that can show a record of able 
management, increasing markets and 
earnings, and enjoy a high rating in 
their respective fields. Communications 
will be held in strictest confidence by 
our client. Address Box 32, c/o Albert 
Frank-Guenther Law, Inc., Advertising, 
131 Cedar Streeet, New York, N. Y. 


The Reconstruction of World 
Trade. By J. B. Condliffe. Pub- 
lished by W. W. Norton & Company. 
430 pp. $3.75. Some day the present 
war will be over and the belligerent 
nations will again trade with each 


other. Shall we then witness a re- 
vival of the old form of free interna- 
tional exchange of goods, or shall we 
see an even wider adoption of the 
barter system such as has been intro- 
duced by the totalitarian countries 
during the last decade? Professor 
Condliffe thoroughly examines this 
problem of world trade reconstruction 
in a practical way, and without much 
theorizing brings out the fundamental 
issues facing the business world after 
the war. He is excellently qualified 
to speak on this topic as he has taken 
part in all principal international éco- 
nomic conferences since the World 
War. From 1931 to 1937 he wrote 
the annual “World Economic Sur- 
vey” for the League of Nations. 
Formerly a professor of commerce at 
the London University, he is now 
professor of economics at the Uni- 
versity of California. 


x * 


Note: The book reviewed may be pur- 
chased through THe FINANCIAL 
Book SxHop, which can supply any book 
published on finance, business, industry, etc. 


UNION PACIFIC 


Concluded from page 9 


deemed until September 1; conse- 
quently, double interest was paid for 
three months. The annual interest 
saving of $780,000 will be fully ef- 
fective in 1941. 

Union Pacific is one of the most 
strongly situated railroads in the 
country, both financially and in re- 
spect to location of lines, high stand- 
ard of the properties and efficiency of 
management. Excess profits taxes do 
not constitute a threat on either the 
average earnings or the invested capi- 
tal base. The increased federal nor- 
mal tax will amount to about 35 cents 
a share this year, and possibly more 


next year if the expected further rise 
in basic tax rates materializes. But 
it appears that the system has a fairly 
good prospect of overcoming this fac- 
tor through increased operating earn- 
ings. 

Summing up, it seems more than 
likely that Union Pacific will continue 
to earn and pay the $6 dividend on 
its common stock. In contrast with 
numerous other “stable income” 
stocks of good investment grade 
which have sold at high price-earn- 
ings ratios in recent months, Union 
Pacific capitalized current earnings, 
and average earnings over a period of 
several years, at a conservative rate 
even before the recent decline. It ap- 
pears to be a fair presumption that 
the recession in the market for this 
stock has been caused by tax selling, 
liquidation by foreign holders or other 
special factors, rather than any indi- 
cation of a serious change for the 
worse in the company’s affairs. Cur- 
rently quoted at approximately 11 
times earnings, and offering a very 
attractive yield, Union Pacific com- 
mon merits consideration for new 
purchases. 


FLUORESCENT MIDGET 
BY WESTINGHOUSE 


he sky is now the limit for flu- 

orescent lighting. Westinghouse 
Electric engineers have designed a 
six-watt lamp capable of lighting 
cabins of air liners and other small 
areas such as Pullman berths, ma- 
chines, desks and paintings. These 
new lamps, only nine inches long and 
about the thickness of a man’s finger, 
produce cool illumination by means 
of invisible ultraviolet radiation, 
which is absorbed by a chemical coat- 
ing and re-emitted as visible light. 


BARON 
BRUNO SCHRODER 


= Bruno Schroder, a leading 
international banker and senior 
partner in the banking firm of J. 
Henry Schroder & Company, died 
in England last week. He was 
73 years old, and his connection with 
the English firm, which was founded 
in 1804, goes back some 45 years. In 
1923, he established the J. Henry 
Schroder Banking Corporation, in 
New York City, to engage in com- 
mercial and international banking 
along the pattern of the London or- 
ganization. 
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he market has been so thoroughly 

dominated by tax selling in the 
last week or two that it is an open 
question whether or not much reli- 
ance can be placed on the technical 
indications which have appeared dur- 
ing this period. Day after day the 
largest volume has been witnessed 
in issues priced under ten dollars, and 
occasionally even under one dollar. 
Under such circumstances the amount 
of total share turnover most assuredly 
loses much of its customary signifi- 
cance. The action of prices has been 
only a little more conclusive. 

The price movement since Decem- 
ber 6 has furnished an example of one 
of the comparatively rare instances 
where it is impossible to state cate- 
gorically whether a definite market 
signal has been given or not. View- 
ing the industrial average alone and 
disregarding for the moment the 
action of the rails, it appears clearly 
apparent that the secondary trend has 
turned downward. The industrials 
have declined from 138.12 November 
9 to 129.78 November 27, rallied to 
132.35 December 13 and then fallen 
below the 129.78 level. The interven- 
ing rally, lasting fourteen trading 
days and retracing more than thirty 
per cent of the previous dip, appears 
sufficiently impressive in both scope 
and duration to constitute a test of 


the November top set by this average. 
The rails, however, continued their 


° | 
original decline for more than a week | 


after the industrials had met effective 
resistance. The rail average made a 
minor low at 27.57 December 6, a 
minor top at 27.85 December 13 and 
14, and has since penetrated the 27.57 
level on the down side. The minor 
rally occurring between the two dips 
thus lasted only six or seven trading 
days and had an extreme range of 
28/100 of a point—about 10 per cent 
of the preceding setback. 

Experience provides no_ reliable 
clue to the necessary extent of a 
minor move, or the time interval it 
must consume, in order for it to be 
considered an adequate test of the 
previous high or low, and thus an in- 
dispensable part of an intermediate 
movement. If the rally in the rails 
from December 6 to December 13-14 
be regarded as sufficiently extensive 
to constitute a test of the November 
top in this average, the conclusion is 
inescapable that the secondary trend 
has turned downward. But before 
finally adopting this hypothesis, it ap- 
pears best to wait for at least one day 
of large scale selling, which should be 
witnessed shortly if the intermediate 
trend has indeed been reversed.— 
Hritten December 18; Allan F. Hus- 
sey. 


TRENDS OF THE DOW-JONES AVERAGES 


These chart studies are presented for those interested, in the technical aspects 
of the market and are not to be construed as recommendations or as indi- 
cations of THE FINANCIAL WORLD’S opinion on the stock market. 


DOW-JONES AVERAGES 
veoh DAILY CLOSING PRICES + 180 
120) 14 “ 120 
| 
98.95 | 
eb 4 
| 
| Al | 463101 
| 
08 ~ na 
2885 
f 2793 | 3 
230 
224 
1968 
f 1 | 


| 


Upon request, and without obli- 
gation, any of the literature listed 
below will be sent free direct 
from the firm by whom issued. 
To expedite handling, each letter 
Should be confined to a request 
for a single item. Print plainly 
and give both name and address. 


Items of Interest Department 
THE FINANCIAL WORLD 
21 West Street, New York 


ACCURATE TOUCH TYPEWRITING 


18-page booklet for anyone who 
wishes to learn to write by touch. 
Also for Secretaries who wish to 
increase their speed and aceuracy. 
Please write on letterhead. 


IN THE VALLEY OF THE SUN 


Literature and travel information 
about an all-expense Tucson (Ari- 
zona) Tour. Includes inviting inns, 
fine hotels—dude ranching at its 
best. 


FOR YOUR BOY 


A little book telling how he can 
make a toy motor that will run. 


OPENING AN ACCOUNT 


Many helpful hints on trading pro- 
cedure and practice in this 24-page 
booklet, offered by N. Y. S. E. firm. 


HOME HEATING AND 
AIR CONDITIONING 


Completely illustrated literature ex- 
plains home heating and air con- 
ditioning—how it affects the health, 
comfort, and convenience. Valuable 
to those planning to build and pres- 
ent home owners who plan to mod- 
ernize. 


HOW TO BUILD BETTER HOMES 


To provide livability and comfort; 
economy in operation; lasting home 
values; guaranteed protection. A 
valuable booklet for anyone owning 
a home or expecting to remodel or 
build one. 


AMERICA’S SMARTEST BOATS 


Beautifully illustrated brochure de- 
scribes 100 style-leading models at 
new low prices, features and specifi- 
cations unobtainable from any other 
boat builder. 


64-PAGE ART CATALOGUE 


Describing in detail and illustrating 
original signed etchings and litho- 
graphs of 62 leading American 
artists, priced at only $5 each. Also 
included are 125 illustrations and 
exciting biographical data. 


COMFORT AND CLEANLINESS 
IN YOUR HOME 


This booklet brings you the facts 
about a great advance in low cost, 
warm-air heating for homes. For 
home owners only. 
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Indianapolis Power & Light Company 


Philco Corporation 


- Earnings and Price Range (IPL) 


PRICE RANGE == 


Data revised to December 18, 1940 
incorporated: 1926, Indiana to acquire and 20 
consolidate Indianapolis Lt. & Ht. Co., and 15 
Merchants Ht. & Lt. Offices: 17 N. Meri- 10 


dian St., Indianapolis, Ind.; 327 So. La 5 Fiscal yeor onde June 30 

Salie St., Chicago, Ill, Annual meeting: 0 

First Tuesday in April. $3 
Capitalization: Funded debt...... $32,000,000 $2 


— stock 642%, ($100 par) EARNED PER SHARE $1 

*Preferred stock 6%, ($100 par) 1933 °35 ‘36 ‘37 ‘38 "39 1940 

she 


*Callable at $110. 


Business: Generates and distributes electricity in Indian- 
apolis and neighboring communities. Approximately 90% of 
the population served resides in Indianapolis, the capital of 
the state and the center of an agricultural area. Steam for 
heating and general industrial purposes is also produced. 

Management: Formerly controlled by Utilities Power & 
Light; stock sold to public in April, 1940, but operating man- 
agement is unchanged. 

Financial Position: Satisfactory. Net working capital June 
30, 1940, $3.4 million; cash, $5.3 million. Working capital 
ratio: 1.8-to-1. Book value of common, $23.96. 

Dividend Record: Regular preferred dividends since issu- 
ance. Dividends not reported on common prior to 1934. 

Outlook: While the importance of the residential load is a 
stabilizing earnings factor, the relatively large industrial 
business suggests expanding profits during any period of im- 
proving general business activity thus acting as a partial 
offset at least to probable increases in taxes. 

Comment: The preferreds are of satisfactory investment 
caliber: marketwise, the common is an unseasoned issue. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON STOCK: 
Shares listed on N.Y.S.E. on October 26, 1940. Price range to date, high 23— 
low 2014. Prior to April. 1940, all common stock was held by Utilities P. & L. 
Corp. or its successor in reorganization, Ogden Corp. Common share earnings not re- 
ported prior to this time. In the first half of 1940, profits amounted to $1.31 per 
share against $1.25 per share for the first half of 1939. For the 12 months ended 
— 30, 1948, profits amounted to $2.03 per share against $2.21 per share in the 
receding 12 months period Dividend Record: 1934, $0.93; 1935, $1.39; 1936, $1.22; 
1937 -38, $0.90; 1939-40, $1.60. 


Newport News Shipbuilding & Drydock Company 


Earnings and Price Range (NSH) 


Data revised to December 18, 1940 
Incorporated: 1886, Virginia. Name changed 
to present title February 1890. Office: New- 
port News, Va. Annual meeting: Second 
Thursday in March. Number of stockholders 


(October 15, 1940); Preferred, 1,511; Com- $3 
mon, 6,214. $2 
None EARNED PER SHARE 
*Preferred stoc cum. conv. 

(no par) ..-... 80,000 shs 


Common stock ($1 par).......... 800,000 shs 1932 “33 "34 “35 “37 38 1939 


*Callable at $110 per share. Convertible 
into common stock at $30 per share. 

Business: Ranks among the largest shipbuilding companies 
in the country; operations include the construction, repairing 
and rebuilding of naval and merchant vessels. Also manu- 
factures hydraulic turbines and other power equipment. 

Management: Personnel is experienced and progressive. 

Financial Position: Net working capital April 27, 1940, $6.9 
million; cash, $1.8 million; marketable securities, $2.9 million. 
Working capital ratio: 2.1-to-1. Book value of new common 
stock, $9.33 per share. 

Dividend Record: Irregular; at highly varying rates. 

Outlook: One of the chief beneficiaries of the Government’s 
long term merchant marine building program under contracts 
with the U. S. Maritime Commission. Contracts currently on 
the books assure capacity operations for several years. 

Comment: The preferred and common, though newcomers 
on the New York Stock Exchange and unseasoned, are among 
the better equities in the shipbuilding industry. 

EARNINGS DIVIDEND RECORD AND PRICE 7RANGE. oF COMMON: 


Years ended Dec. 31: 1936 ty 1940 

TDividends paid..... 112.00 6.00 7.00 1.00 1.00 10:00 §$1.00 
Price Range: 


§23% 

*Earnings based on new " capitalization after reclassification on August 8, 1940, of 

100,000 shares of old capital stock into 65,000 shares of new preferred (and sale of 

15,000 shares of new preferred), and 800,000 shares of new common. {Dividends paid 

on old capital stock prior to 1940. Including extra. Also paid 48% stock dividend. 
§To December 18, 1949; also paid $6. 00 on old stock in 1940. 


Earnings and Price Range (PHL) 


EARNED PER SH $2 

$1 

DEFICIT PER SHARE $1 


$2 


Data revised to December 18, 1940 


incorporated: 1892, Pennsylvania, as Helios 
Electric Company. Name changed to Phila- 
delphia Storage Battery Company 1906 and 
to present title January, 1940. Office: Tioga 
& C Streets, Philadelphia, Pa. 
Capitalization: Funded debt........... "39°94 
Capital stock ($3 par)......... wee 


Business: One of the largest producers of radio sets for 
homes and automobiles. Also makes radio-phonographs, rec- 
ord players, storage and dry cell batteries and parts acces- 
sories. Distributes small portable air conditioning units, and 
sells household electric refrigerators manufactured to its 
specifications by others. Owns a majority interest in National 
Union Radio. 

Management: Making progress in a highly competitive field. 

Financial Position: Strong. Net working capital March 31, 
1940, $12.8 million; cash and Government bonds, $6.9 million. 
Working capital rato: 4.4-to-1. Book value of present stock 
cannot be determined from latest balance sheet. 

Dividend Record: Payments initiated on existing issue July 
15, 1940; prior thereto not reported. 

Outlook: Growth of frequency modulation should lead to 
substantial demand for radio sets of this type to replace 
present models. On a longer term basis, television is also 
a constructive factor. 

Comment: Stock is an unseasoned business cycle issue and 
thus carries a siaeable risk factor. 


EARNINGS, RANGE OF CAPITAL STOCK: 


Years ended Dec. 31: 1937 1938 1939 1940 

*Earned per share.. 72 $0. él D$0.81 D$1.63 $1.38  $$1.69 

Dividends paid .... T T ces T T T saws §0.75 
Price Range: 


*Based on present capitalization. *Not available. tTwelve months ended March $1, 
1940. §To December 18, 1940. 


United States Plywood Corporation 


Data revised to December 18, 1940 squamings and Price Range (UPY) 


Incorporated: May, ay? New York, by 40 


consolidation ot U. lywood Co., Inc., 30 
U. S._ Plywood Co. of Delaware, Inc., and 20 
Aircraft Plywood Corporation. Office: 616 


PRICE RANGE 


West 46th Street, New York City. Annual }'? 

meeting: First Wednesday in September. $3 

Number of stockholders (December 31, 1939): Fiscal year ends Jan. 31 $2 

Preferred, 667; common, i EARNED PER SHARE $1 

*Capitalization: Funded debt........ tNone 0 
tPreferred stock $1.50 cum. conv. 1933 ‘34 35 36 38 39 1940 

Common stock ($1 par).......... 203,426 shs 


*As of August 15, 1940. Notes payable to banks, $250,000. tRedeemable at $27.50. 
Convertible in to 1%4 common shares through December 31, 1940; 1 share through 
December 31, 1941; and 5/6 share thereafter through December 31, 1942. 


Business: Manufactures various types of plywoods, and re- 
lated sheet and laminated products. Holds exclusive license 
for aircraft manufacture (and non-exclusive license for all 
other items) under the “Vidal Process.” Late in 1940 ac- 
quired control of Algoma Plywood & Veneer Company and 
Hamilton Veneer Company. 

Management: Experienced. Substantial block of stock held 
(or controlled) by Lawrence Ottinger, President. 

Financial Position: Strong. Net working capital June 30, 
1940, $2.1 million; cash, $426,631. Working capital ratio: 
3.9-to-1. Book value of common, $10.09 a share. 

Dividend Record: Regular preferred payments. Varying com- 
mon dividends since 1937; present annual rate, $1.20. 

Outlook: Sharing in marked growth in use of plywood and 
related products. Company’s interest in the “Vidal Process”, 
particularly with respect to aircraft, holds interesting pos- 
sibilities. 

Comment: Preferred is a businessman’s issue. 
status should improve. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


ended: July 31 
19 


Common’s 


Oct. 31 Jan. $1 30 Total Dividends 


1938.... $0.10 $0.40 1.27 None 22 
1939... 0.50 0.78 1940.. t... $1.18 2.46 §1.20  §28%—19% 


*New York Curb Exchange. tNot available. tSix months’ period. 


18, 1940 §To December 


(For additional Factographs, please turn to page 28) 
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INVESTMENT TRUSTS 


common stocks of investment trusts. 
Consequently the break in prices 
caught these holders way out on the 
end of alimb. They had paid a heavy 
premium to participate in an accele- 
rated way in an expected continued 
rise. Now they would have to dis- 
count a fall of asset value in the same 
accelerated fashion. These “lever- 
age” stocks consequently went very 
quickly from a premium over asset 
value to a discount under asset value. 
The drop in many cases was meteoric. 
It wasn’t that the underlying port- 
folio was doing worse than the gen- 
eral market and it wasn’t that man- 
agement was a liability. It was pri- 
marily for the reasons stated. By and 
large, the managers of these corporate 
capitalists were doing as well as the 
general market, as well as general 
business, and much better than most 
of the big and little individual capi- 
talists were doing on their own. 


CONTRASTS 


When things are moving smoothly 
and happily along to new heights and 
new profits, the management becomes 
a sort of beckoning hand of a more 
abundant life—a symbol of all that is 
good. But when falling markets coupled 
with leverage bring stock prices down 
with ghastly speed, everything goes 
into reverse. The beckoning hand 
becomes the evil eye. Losses breed 
criticism. Criticism begets suspicion. 
Suspicion is the sire of investigation. 
Charges, claims and lawsuits take 
their place in the procession and con- 
gressional action follows. Here we 
have the script and sequences for the 
Investment Trust Thriller. 

The day of reckoning reached its 
peak when the stock market touched 
its low. The exodus of companies 
and managements started early. Near- 
ly $8 billion of capital in the trusts 
had fallen to less than $3. billion 
by 1932. By 1936, this capital was 
again approaching $5 billion but the 
number of companies left was con- 
siderably less. And those left were 
manifesting certain rather definite 
characteristics and differences. 

x k 


Eprtor’s Note: Part II of this series 
on “The Future of the Investment Trusts” 
will appear next week. 
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Plan Your Investment 
Program for 1941 Now 


RIMARILY, every investor has the same problem: The 
formulation of a program keyed to his individual cir- 
cumstances, requirements and objectives. 


These primary factors, however, are never the same for 
any two investors, and to the extent that they vary each 
investor requires a different program. When this program 
has been formulated it is possible to determine the securities 
best adapted to the investor’s objectives. 


affect every security you own, 
further complicate the situation. 


This is only the beginning, for 
investment conditions change con- 
stantly and no investments are 
permanent. Only through con- 
tinuing supervision can the in- 
vestor be assured that his portfolio 
can be kept in constant adjustment 
to the situation. 


To interpret these developments 
intelligently is a full-time job for 
a staff of expert analysts, and 
through the Financial World Re- 
search Bureau just such guidance 
is available to you. This organiza- 
tion devotes its entire time to 


Countless new problems have gathering, correlating and inter- 


been created by the trend of the 
war and its dislocation of inter- 
national trade. Developments at 
home, particularly the Defense 
program, the new taxes which will 


preting the myriad data influencing 
investment values, and its invest- 
ment supervisory procedure will 
help you get the maximum returns 
from your investments. 


Plan your 1941 investment program now. Register your portfolio for 
continuing supervision by our staff of advisers who plan every step, and 
supervise your progress through personal correspondence and consulta- 
tion. There are no printed bulletins, no group recommendations. 


The annual fee is small—one-fourth of one per cent of the value of 
your holdings at enrollment. The minimum fee ($125 a year) applies to 
portfolios valued up to $50,000. Mail your list of securities with the 
minimum fee today—or use the coupon for complete information. 


Please (without FINANCIAL WORLD 
your Service will aid RESEARCH BUREAU 
21 WEST STREET NEW YORK, N. Y. 
; better income and profits. Objective: ; 
1 I enclose a list of my Income [] Capital enhancement [] 1 
I securities and their cost. (or) Both i 
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Childs Company 


Minneapolis-Honeywell Regulator Company 


Data revised to December 18, 1940 Earnings and Price Range (CDI) 
incorporated: 1923, New York, an outgrowth 25 
of a business originally established in 1889. 20 


PRICE RANGE 1 

Main office: 200 Fifth Avenue, New York 15 To Dec 18 
City. Annual meeting: First Thursday in 10 
March. Number of stockholders (December 5 
31, 1939): preferred, 950; common, 2,675. 0 ee 
Capitalization: *Funded debt..... $8,824,175 cerns = $2 
7Preferred stock 7% cum. 0 

Common stock (no par)......... shs 


4 
1933 ‘34 °35 °36 "37 1940° 


*Including subsidiary mortgages (Carolina 
Boardwalk Corp.) In liquidation entitled 
to $100; not redeemable. 


Business: Operates one of the largest restaurant chains, 
numbering around 86 units, of which about 52 are in New 
York City. Owns considerable real estate, mostly in New York. 

Management: Aggressive in merchandising policies. 

Financial Position: Not impressive. Net working capital 
December 31, 1939, $463,443; cash, $1.4 million. Working capi- 
tal ratio: approximately 1.3-to-1. Book value of preferred 
stock, $142.73. 

Dividend Record: With exception of 1915, payments made 
on common from 1904 to 1931. Nothing since. Regular pay- 
ments on preferred to 1931, when payments were suspended. 
Preferred arrears $60.75 per share to September, 1940. 

Outlook: Higher operating costs and taxes are restrictive 
factors; however, improving general employment conditions 
among “white collar” workers and more aggressive advertising 
policies indicate some gains for the future. But increases in 
volume may not be sufficient to offset higher costs. 

Comment: The large preferred arrears place the common 
stock in a weak statistical position. 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


Qu. ended far. 31 June 30 Sept. 30 Dec. 31 Year’s Total Range 
D$0.16 D$0.24 DS$0.83 D$0.20 D$1.43 — 1% 
D0.17 D0. 22 D0.76 D0.3 D1.49 16% — 2 
D0.19 D0.16 D0.50 D0.06 D0.91 11%— 3% 
D0.16 D0.32 D6.27 0.31 D0.44 9 — 3% 
D0.14 D0.15 D0.09 0.45 0.09 14%— 7 
0.12 0.09 0.05 0.23 0.49 15%4— 3 
D0.50 D0.90 D1.26 D0.48 D3.14 13%— 3% 
_ D1.01 D0.14 D0.16 D0.34 D1.65 13%— 45% 
D1.29 D1.43 D0.36 156 


*To December 18, 1940. 


Consolidated Edison Company of N. Y., Inc. 


Data revised to December 18, 1940 Earnings and Price Range (ED) 
Incorporated: 1884, New York, under name 5 PRICE RANGE 


7 
of Consolidated Gas Company of New York; 60 To Dec 18 
present title adopted in 1936. Office: 4 Irving 45 
Place, New York City. Annual meeting: 30 
i i Number of stock- 


Third Monday in March. 


(Dec. 31, 1939), 29,215; re) 4 
Capitalization: Funded debt 

*Preferred stock $5 cum...... 2,184,590 shs 


Common stock (no par)... 11,471,097 shs 


*Callable at $105; no par value. 

Business: About 80% of gross is derived from sales of 
electricity to the four largest New Yory City boroughs and to 
the major portion of Westchester County. Except for the 
borough of Brooklyn, gas is supplied to the same area. Steam 
service is supplied in Manhattan through a subsidiary. 

Management: Aggressive in developing new business. 

Financial Position: Strong. Net working capital December 
31, 1939, $43.1 million; cash, $37.9 million. Working capital 
ratio: 2.2-to-1. Book value of common, $44.32 a share. 

Dividend Record: Payments have been unbroken since 1893 
but at varving rates. Present rate, $2 annually. 

Outlook: Lack of “heavy industry” load limits benefits of 
domestic defense program. While rate reductions have im- 
proved public relations, these trends plus growing tax burdens 
point to relatively restricted earnings. 

Comment: The preferred stock is accorded a high grade in- 
vestment rating; common represents an equity in one of the 
largest operating companies. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


12 mos. ended: Mer. 31 June 20 Sept. 30 Dec. 31 Dividends Price Range 
$4.48 $4.36 $4.07 $4.00 68%—31% 

3.68 3.65 3.31 3.45 644%4—34 
2.57 2.29 2.18 2.25 
2.11 2.08 2.00 1.00 34%—15% 
1.97 2.29 2.33 “1.75 48%—27% 
2.41 2.15 2.17 2.00 49%—21% 
2.29 2.23 2.09 2.00 
2.08 2.17 2:22 2.00 
9 9° 


—27 
0 31% 


‘To December 18, 1910. 


Data revised to December 18, 1940 Earnings and Price Range (MHW) 
Incorporated: 1927, Delaware (predecessor {15° 
organized 1885). Office: 2727 Fourth Avenue, 120 Dec. 18 
South Minneapolis, Minn. Annual meeting: 90 
Last Tuesday in March, Number of stock- 60 
holders (November 25, 1940): preferred, 691; 30 


PRICE RANG! 


common, 3,843. 0 
Capitalization: Funded debt. 
*Preferred stock Series ‘‘B’’ 

% cum. conv. ($100 par)..... 30,700 shs 
Common stock (no par)......... 621,900 shs 


1933 "34 ‘35 ‘36 ‘37 ‘38 ‘39 1940 
*Redeemable at $105 a share. Convertible 


into common at rate of $120 per common 
share to December 1, 1941; at $150 per 
share thereafter. 


Business: The leading manufacturer of automatic tempera- 
ture regulating and controlling devices. Manufactures con- 
trols for heating, refrigerating and air-conditioning systems. 

Management: Includes pioneers in this industry. 

Financial Position: Very strong. Net working capital De- 
cember 31, 1939, $7.8 million; cash, $3.5 million. Working 
capital ratio: 8.3-to-1. Book value of common, $12.75 per share. 

Dividend Record: Regular preferred payments since issu- 
ance. Varying common disbursements since 1928. 

Outlook: Modernization of domestic heating units is the 
principal factor affecting demand for company’s products, and 
profits usually depend primarily on public purchasing power. 
Large U. S. Government orders are expanding sales. 

Comment: Preferred stock is of good grade; common is a 
business cycle issue with a better than average record. 


EARNINGS, DIVIDEND RECORD AND PRICE pa uae OF COMMON: 


Qu. ended: *Mar. 31 *June 30 *Sept. 30 *Dec. 51 Total. Dividends Price Range 
bas... D$0.28 D$0.17 $0.24 $0.38 $0.17 7$2.25 423%—11 
D0.25 0.01 0.61 0.89 1.26 71.00 736%—13 
D0,07 0.35 0.55 0.73 1.56 73.00 765 —36 
Nil 0.33 1.21 1.13 2.67 74.00 150 —58 
0.27 0.73 1.69 2.10 4. 79 §3.50 $112 —65 
0.60 1.61 1.20 1.15 4.56 3.00 120 —53 
D0.08 0.21 0.88 0.41 0.42 ° 2.00 92 —46% 
0.06 0.41 1.20 1.60 3.27 2.00 85%4—44%4 
0.41 0.46 1.50 2.75 154 —33%4 


* Adjusted to 3-for-1 split-up effected in March, 1936. fOld stock. tNew steck. 
§Includes $3 on new stock and $1.50 on old stock. {To December 18, 1940. 


The Pacific Telephone and Telegraph Co. 
Earnings and Price Range (PAC) 


Data revised to December 18, 1940 
Incorporated: 1906, California. Office: 140 
New Montgomery St., San Francisco, Calif. 
Annual meeting: First Thursday in March. onice 
Number of stockholders (December 31, 6 
1939): preferred 2,717; common 
Capitalization: Funded debt..... $4. 7368, 000 
*Preferred stock 6% cum. 

- 820,000 shs 
*Common stock ($100 par)..... 1,805,000 shs 


*American Tel. & Tel. owns 78.17% of 1933 "34 ‘35 ‘36 ‘37 ‘38 ‘39 1940 
preferred and 85.80% of common, 


Business: Company and its subsidiaries furnish telephone 
service to an extensive Pacific Coast area and in the northern 
portion of Idaho. About 44% of connected stations are located 
in San Francisco, Oakland and Los Angeles, Cal.; 7% in 
Seattle, Wash., and 5% in Portland, Ore. Toll lines and 
teletypewriter service are also operated. 

Management: Among the best in the telephone industry. 

Financial Position: Adequate for this type of enterprise. 
Working capital December 31, 1939, $599,340; cash, $1.6 million. 
Working capital ratio: 1.1-to-1. Book value of capital stock, 
$100.59 per share. 

Dividend Record: Preferred dividends paid regularly since 
issuance. Common dividends at varying rates since 1925. 

Outlook: Toll revenues are sensitive to general business 
conditions, and the trend of rates is downward while taxes 
are higher; but this should be offset by station growth. 

Comment: Primary attraction of preferred and common is 
for income. 


EARNINGS, DIVIDEND RECORD AND Parag eae OF COMMON: 
8 
Se. ended: Mar. $1 June 30 Sept. 30 Dec. 31 Total Range 


$1.49 $1.73 $1.51 $1.53 $6.26 %—58 
1933 Seceeene 1.23 1.06 1.40 1.37 5.06 6.00 94%—65 
1.38 1.22 1.26 1.47 5.33 6.00 854%—69 
1.40 1.68 1.64 1.83 6.55 6.00 23 —T70 
1.74 2.05 2.18 2.52 8.49 7.00 153-118 
a 2.27 1.92 1.77 1.71 7.67 8.00 152 -110 
_ See 1.48 1.69 1.77 1.94 6.83 6.50 121 —87 
| EEL 1.73 1.80 1.96 2.37 7.87 7.25 132 -114 
1.81 1.99 2.03 7.00 -115 


*To December 18, 1910. 


(For addition Factographs please turn to page 30) 


EARNED PER SHARE Y 
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Edison 


‘he Detroit Company 

issue, covering $50 million gen- 
eral and refunding 3s, due 1970, 
was offered at 107'4. All of the 
funds received from the sale of this 
issue, together with additional funds 
from the company’s treasury, will be 
used to redeem the currently out- 
standing Series D 4%s, 1961. The 
later become callable, at 105, March 
1, 1941. The underwriting group 
consists of 84 firms, and is being 
headed by Coffin & Burr, Inc., and 
First Boston Corporation. 

x * 


Among year-end firm changes, 
Merrill Lynch, E. A. Pierce & Cas- 
satt have announced the admission of 
five new general partners. One is a 
prominent oil man, and the others 
are members of the organization. The 
new partners, who will come into the 


firm January 1, are: Eugene Crawley, | 


formerly vice president of the Con- 
solidated Oil Corporation; Ray L. 
Lamb, manager of the Cleveland of- 
fice of the firm; Cyrus H. King, man- 
ager of the Detroit office of the firm; 
Ferdinand C. Smith, manager of the 
Portland office of the firm, and Harry 
I’, Bliss, manager of the Research Di- 
vision of the firm, with headquarters 
in New York City. As of January 1, 
1941, Mamie B. Mills and Joseph L. 
Merrill, limited partners, will retire. 


x * 


Phillips Petroleum Company is re- 
ported to be negotiating a refunding 
operation involving the redemption 
of the presently outstanding con- 
vertible debenture 3s of 1948. This 
issue was originally offered in 1938 
to stockholders, the unsubscribed 
portion being sold publicly by First 
Boston Corporation. Of the $25 mil- 
lion total, all but $1.3 million was 
taken by the shareholders. The bonds 
are callable at 103, and are convertible 
into common stock at $47.50 per 
share. But in view of the fact that 
the stock is currently quoted around 
40, it is not likely that any of the 
bonds will be converted prior to their 
redemption. A coupon rate of around 
two per cent is expected for the re- 
funding issue. 

x * 


Back in 1928, when bond yields 
were comparatively high (and stock 
yields were low), Pittsburgh Steel 
Company found it necessary to pro- 
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TIMELY STUDIES FOR INVESTORS: 


MONTHLY HIGH & LOW PRICES 
OF 800 STOCKS CHARTED 


(From Jan. 1, 1933 to Jan. 1, 1941) 


1929's High Prices, and Yearly Earnings 
and Dividends since 1933 Also Included 


The new “STOCK PICTURE” (ready 
January 7th) charts monthly high and low 
prices of 800 leading listed stocks (N. Y. 
S. E. & N. Y. Curb) from Jan. 1, 1933 
to Jan. 1, 1941. See at a glance what stocks 
did in 1940 and in fact in every one of the 
past 8 years. 


1929’s High Prices are given, 1932 Low 
Prices indicated; Yearly Earnings and 
Dividends since 1933 are given. Price, 
complete, only $10.00. 


Sample chart from “STOCK PICTURE” and 
list of 800 stocks charted FREE on request. 


“10-YEAR RECORD of EARNINGS 
AND DIVIDENDS” 


(From Jan. 1, 1930 to Jan 1, 1940) 


What could be more useful to investors 
than this series of tabulations (reprinted 
in book form from FINANCIAL WORLD) 
giving the complete year-to-year record of 
share earnings and dividends during the 
past ten years, 1930 to 1939 inclusive, also 
the average yearly earnings and average 
yearly dividends of every Common Stock 
listed on the New York Stock Exchange? 
Very useful at all times and especially 
during the next few months, to compare 
with forthcoming new earnings reports 
covering 1940. Keen investors will refer 
to these comparative figures again and 
again. Price $1.00. 


Investment Record Books 


FREE ON REQUEST 


(1) List of Books on “Stock Speculation” 

(2) Samples of Daily, Weekly or Monthly “Stock Charts” 

(3) List of Books on “Stock Market Investment” 

(4) List of Books and Charts on “Trading in Wheat and Commodities” 

(5) Sample Ruled Forms from “Mi-Reference” and “My Finances”—Personal 


Books Mailed Same Day Remittance Is Received. Book 
Buyers Living in N. Y. City Add 2% Local Sales Tax 


Financial World Book Shop 


21 West Street, New York, N. Y. 


vide a six per cent coupon for an 
issue of $11 million 20-year deben- 
tures. During the twelve years or so 
that that issue has been outstanding, 
the company has retired some $6.1 
million of the bonds by operation of a 
sinking fund. Now, the remaining 
$4.9 million are to be refunded with 
the proceeds of a $6.5 million 4% per 
cent first mortgage issue sold this 
week by a banking group headed by 
A. G. Becker & Company. The addi- 
tional funds raised by this sale and 
not required for redemption (at 103) 


of the debentures will be used for re- 
payment of bank loans. 

The new first 41%4s mature in 1950, 
and were priced at 100. They will 
constitute the entire funded debt. 
Pittsburgh Steel Company is a fully 
integrated producer, having an an- 
nual production capacity of 537,000 
net tons of pig iron:and 1,072,000 
net tons of steel ingots. Wire prod- 
ucts account for about 52 per cent 
of . finishing capacity, and seamless 
tubes for about 48 per cent. Prin- 
cipal works are at Monessen, Pa. 


j 
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evet you nee he 94} of 
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Parke, Davis & Company 


Texas Gulf Sulphur Company 


4 souomings and Price Range (PDC) 


Data revised to December 18, 1940 40 FY 
30 | To Dec 18 


Incorporated: 1875, Michigan. Originally { }™= 
established in 1866. Office: Detroit, Mich. 10 


PRICE RANGE 


Annual meeting: First Tuesday in April. 0 
of stockholders (November 3d, 1946) : “J 


At 
Capitalization: Funded debt........... None “Wi 0 
Capital stock (no par)......... 4,895,830 shs 1933 4 "35 ‘36 °38 1940 


w 


Business: One of the leading manufacturers of chemical, 
biological and pharmaceutical products for which company 
possesses many valuable patents and formulas. Also makes 
surgical dressings. Principal customers are the drug and 
medical profession and hospitals. 

Management: Capable and progressive. 

Financial Position: Very strong. Working capital Decem- 
ber 31, 1939, $20.1 million; cash, $697,709; marketable securi- 
ties, $10.6 million. Working capital ratio: 4.4-to-1. Book value 
of capital stock, $5.60 a share. 

Dividend Record: Uninterrupted cash dividends since 1878 
with occasional extras. No regular annual rate. 

Outlook: Occupying an established trade position, demand 
for products should continue to show marked stability. But 
increasing taxes (both here and abroad) plus foreign ex- 
change adjustments may slow up earnings progress. 

Comment: Stock is largely an “income” situation, and sells 
at rather liberal price-earnings ratios. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


year’s 


Qu. ended: Mar. 31 Junes0 Sept. 30 Dec. 31 Total *Dividends Price Range 
ese 7 1.80 1.30 $33%—225 
BODE... Toss 1.88 1.75 50%%—40 
itcssessx< $0.52 $0.38 $0.51 $0. 44 1.85 1.80 44%—28 
0.47 0.33 0.51 0.46 1.77 1.7 
0.55 0.39 0.52 1.89 1.8 47 —36 
0.51 0.28 0.41 $1.60 


*Including extras. 


¢Not available. tNew York Curb Exchange; listed on New York 
Stock Exchange March 10, 1936. 0. 


§To December 18, 194 


Raybestos-Manhattan, Incorporated 


earnings and Price Range (RAY) 


Data revised to December 18, 1940 <0 — 
incorporated: 1929, New Jersey (predecessor 20 | 
1893). Office: Passaic, N. J. Annual meet- 10 } 


ing: First Tuesday in April. Number of 0 


EARNED PER SHARE 


stockholders (November 30, 1940): 3,980. $4 
Capitalization: Funded debt........... None $2 
Capital stock (no par).......... 628,100 shs ——— 


$2 
1933 "34 "35 36 ‘38 °39 1940 


Business: One of the largest manufacturers of brake lin- 
ings, clutch facings, and other asbestos products. Extensive 
lines of mechanical rubber goods, including belting, hose, 
packing and molded articles, are also manufactured. About 
half of total output is taken by the automotive trade. 

Management: Capable and long experienced. 

Financial Position. Strong. Net working capital June 30, 
1940, $8.9 million; cash, $2.4 million; marketable securities, 
$372,502. Working capital ratio: 7-to-1. Book value of capital 
stock, $27.06 a share. 

Dividend Record: Distributions maintained since formation 
of present company. Present indicated rate, $1 per annum. 

Outlook: While products are sold to a wide diversity of 
organizations, alternate swings in general industrial activity 
supply the chief operating influence. Research work is impor- 
tant, particularly in the mechanical rubber-goods division, 
which holds interesting long range possibilities. 

Comment: Shares represent one of the more strategically 
situated business cycle equities. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 
Year's Price Range 


Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends High 
D$0.02 D$0.16 D$0.11 D$0.42 D$0.71 $0.70 12%— 4 
D0. 0.72 Nil 1. 0.60 20%— 5 
0.46 0.66 0.27 D0.22 1.17 1.00 23 —14% 
0.49 0.69 0.56 0.42 2.16 1.00 30%—16% 
0.57 0.98 0.75 0.36 2.66 1.75 383%—28% 
1.06 1.32 0.87 D0.21 3.04 1.75 374%—19% 
D0.27 D0.21 0.39 0.60 0.51 0.92% 24 —14% 
0.50 0.62 0.57 0.85 2.54 1.50 23%—16% 
9.69 0.77 0.70 1.50 723 —15% 


“Operations of wholly owned Canadian subsidiary not included in 1940. {To 
December 18, 1940. 


30 


3 Earnings and Price Range (TG) 


Data revised to December 18, 1940 40 
Incorporated: 1909, Texas. Executive office: 30 { nice Rance - 
75 East 45th St., New York City. Corporate 20 To Deo. 187 
office: Houston, Texas. Annual meeting: 10 
Fourth Tuesday of November at Houston, 0 EARNED PER SHARE 
Texas. Number of stockholders (September p $3 
30, 1940): 31,910. 
Capitalization: Funded debt........... Non 
Capital stock (no par)........ 840,006 


1933 ‘35 ‘36 ‘37 = 39 1940 


Business: Accounts for about half of the world’s produc- 
tion of native sulphur; mines are located in Texas. Chemical 
manufacturers take about two-fifths of the annual output, and 
exports, fertilizer, paper, rubber and textile the remainder. 

Management: Efficient and highly regarded. 

Financial Position: Strong. Net working capital December 
31, 1939, $28.4 million; cash, $10.8 million. Working capital 
ratio; 14.5-to-1. Book ‘value $15.12 a share. 

Dividend Record: Unbroken since 1921. 
rate, $2, plus extras. 

Outlook: Export demand for sulphur continues to represent 
an important part of the total despite war influences. Domes- 
tic requirements will continue responsive to changes in the 
rate of industrial activity. 

Comment: Stock is a good grade business cycle issue, usu- 
ally offering a liberal yield. 


Indicated present 


EARNINGS, DIVIDEND RECORD AND PRICE names OF CAPITAL STOCK: 
Year's 


ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Price Range 
$0.68 $0.55 $0.56 $0.54 $2.33 $2.0 26%—12 
0.38 0.57 1.03 0.95 2.93 ae 35 45%—15% 
0.56 0.76 0.75 1.81 2.00 43%—30 
0.40 0.50 0.47 0.57 1.94 2°00 365%4—28% 
ear 0.56 0.69 0.75 0.56 2.57 2.50 44%—33 
ee 0.55 0.93 0.82 0.67 3.02 2.75 44 —23% 
ae 0 48 0.49 0.41 0.43 1.81 2.00 38 —26 
ES 0.27 0.48 0.46 0.73 2.04 2.00 38144—26 
9.53 0.64 0.72 $2.50 $37%—26% 


*Not computed as company then changed accounting policy; previous quarters’ figures 
are before amortization, which item has since been deducted in interim and annual 
reports. Based on 2,540,000 shares in 1932 and 1933; 3,840,000 shares thereafter. 
tTo December 18, 1940. 


Virginia Iron, Coal & Coke Company 


Earnings and Price Range (WKE)Pfd. 

Data revised to December 18, 1940 50 S - age ( ) 

Incorporated: 1899, Virginia. Office: 40 RANGE 

Roanoke, Va. Annual meeting: Third Tues- 30 | To Dec_18 

day in March. Number of stockholders 20 

(December 31, 1939): preferred, 280; com- 10 

mon, 371. 0 

Capitalization: Funded debt...... $1,394,000 . 

*Preferred stock 5% cum. 3 

Common stock ($100 par)........ 100,000 shs 1933 °36 ‘38 ‘39 1940 


*Callable at $105 per share. 


Business: Operates bituminous coal properties in Virginia 
and Kentucky where company owns some 128,000 acres of soft 
coal jiands. Principal industries served are railroads, gas 
plants and general manufacturing. Oil and gas rights are 
leased to independents on a royalty basis. 

Management: Hindered by unsatisfactory conditions. 

Financial Position: Unimpressive. Net working capital De- 
cember 31, 1939, $326,277; cash, $173,614. Working capital 
ratio: 2.4-to-1. Book value of preferred stock, $743.04 per 
share. 

Dividend Record: Poor. No payments on preferred since 
1931; none on common since 1924. Preferred accumulations 
$45 a share as of July 1, 1940. 

Outlook: Despite some improvement in coal prices in the 
past several years, the industry remains in an unfavorable 
economic position due to excessive capacity and competition 
from other fuels. Reattainment of consistent profits by this 
company is thus remote. 

Comment: Both stocks involve extreme risks. 
removed from N.Y.S.E. in January, 1940.) 


(Common 


Years ended Dec. 31: 1933 1934 935 936 1938 1939 1940 
oer share. .D$5.39 D$1.74 Ds. 14 pst 61 pst. D$8.71 D$5.41 13 
rice Range: 
High ....s..++4- - 40 27 33 41% 37 15% 15 71544 
Low ..... eecececs 30 16% 15 14 8 5% 4% tS 


*First nine months. *To December 18, 1940. 
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THE DISTILLERS 


Concluded from page 14 


to $78.7 million, and increased net 
income to $7.60 a share, from $6.58 
in the preceding fiscal twelvemonth. 
An official recently stated that No- 
vember sales were the largest in any 
single month in the company’s his- 
tory. Thus it is a good guess that 
current volume and earnings are com- 
paring favorably with a year ago. It 
will be noted, from the table, that 
yield on this issue is exceptionally 
high. This presumably reflects uncer- 
tainties over company’s foreign inter- 
ests. Current dividend rate, however, 
appears safe. Statements of this well- 
managed distiller—Canada’s largest 
as well as one of America’s Big Four 
—are expressed in Canadian cur- 
rency. 


TAX BURDENS 


The liquor industry—and that in- 
cludes retailers and wholesalers, as 
well as manufacturers—is now carry- 
ing more than its share of Federal 
and State tax burdens. Still, officials 
are more or less reconciled to the fact 
that financing of national defense ap- 
propriations will bring further de- 
mands. If such demands are actually 
translated into additional levies, pro- 
ducers intend to pass them on to the 
consumer. Theory behind this, as ex- 
pressed by one liquor executive, is 
that increased purchasing power will 
be sufficient to absorb the still higher 
taxes. 

However, it is doubtful whether 
the tax matter will be resolved as 
simply as that. For one thing, ef- 
fectiveness of producers in meeting 
problems of common interest is hin- 
dered by lack of complete unity with- 
in the industry. And this is closely 
related to the factor of competition, 
which is intense in the liquor indus- 
try. What with steadily increasing 
supplies of aged liquor on the market, 
imposition of further taxes would 
bring additional pressure on the price 
structure—whose long term trend is 
downward. 

In studying balance sheets of liquor 
units, it is well to remember that in- 
creased taxes result in greater cash 
demands. This, in turn, tends to ex- 
pand bank borrowings. The explana- 
tion is that the Federal excise tax on 
distilled spirits (which is now $3 a 
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DECLARED 


Pe- Pay- Hadrs. of 

Company Rate riod able Record 
Air Associates Dec. Dec. 18 

BDO Q Dec. 18 
Air Reduction ......... Dec. 31 
Am. Brake Shoe & Fdry Dec. 19 
Amer. Can Jan. 24 
Am, Potash & Chem Dec. 16 
Am. Thermos Bottie..........- Dec. 18 
Anchor Hocking Glass Dec. 20 

$1.2: 1 Dee. 20 
Art Metal Constr............ ‘5 2 Dec. 18 
Arundel Corp. Dec. 19 
Angostura-Wapperman Dec. 21 
Garter TOS, Dec. 24 

Dec. 24 
Brewster AGr0 Dec. 23 
Calif. Packing Jan. 31 

Q Feb. 15 Jan. 31 
Campbell Wyant & Cannon....35c .. Jan. 24 Jan. 3 
Capital Tramsit 75e .. Dee. 20 Dec. 5 
Carter (J W) COieccccccccess lic .. Dec. 30 Dec. 23 
Chic. Flexible Shaft........ $1.50 .. Dec. 27 Dec. 17 
Cleveland Graphite Bronze....80c .. Dec. 31 Dec. 20 
Comes. $2 .. Dec. 26 Dec. 20 
Cons. 20c .. Dec. 28 Dec. 21 

$2 Q Jan. 2 Dec. 21 
Coon Ww B) lic Q Feb. 1 Jan. li 
Cream Of Wheat..ccccccccces 40c .. Jan. 23 Dee. 21 
30c Q Jan. 15 Jan. 2 
Daniels & Fisher Stores...... 50c Q Dec. 16 Dec. 10 

$1.75 Q Jan Dec. 20 
vilbiss $1 .. Dee. 16 Nov. 30 
Detroit Edison .....csccccoess 2... Jan. 15 Dee. 27 
Diamond Ginger Ale.........- 25e¢ Q Dec. 20 Dec. 16 
Dixie- Se Q Dec. 10 Dee. 5 

62%e Q Jan. 2 Dec. 10 
Duplan “sik $2 Q Jan. 2 Dec. 23 
Washing Mach. A 

ppweeheeneaeeeescus 12%c .. Dec. 30 Dec. 24 
Gmessen Drug A & B....... 60c .. Dec. 23 Dec. 17 

ec Q Jan Dec, 17 
Endicott Johnson............- 75c .. Jan. 1 Dec. 26 

$1.25 Q Jan. 1 Dec. 26 
Florence Stove....... evweens $1.50 .. Dec. 31 Dec. 26 
Fuller (G A) $3... Dec. 28 Dec. 24 
20c .. Dec. 27 Dec. 23 
Garlock Packing ............ $1.25 .. Dec. 24 Dec. 14 
Gemmer Mig. 75e Q Jan Dec. 21 

40c .. Dec. 24 Dec. 21 
Gen. Fireproofing 50c .. Dee. 26 Dec. 18 
$1.75 Q Jan. 2 Dec. 20 

Gen. 65e .. Dec. 28 Dec. 21 
Great Lakes Pow. 7% pf....$1.75 Q Jan. 15 Dec. 31 
Greenfield Tap & Die........ 50c .. Dec. 30 Dec. 23 
80c .. Dec. 23 Dec 19 
$1 .. Dec. 23 Dec. 16 
Houdaille Hershey A........ 62%c Q Jan. Dec. 23 

50c .. Dec. 30 Dec. 23 
Indep. Pneumatic Tool........ 75c .. Dec. 30 Dec. 20 
10c .. Dec. 27 Dec. 23 
Interstate Hosiery M........ 40c .. Dec. 28 Dec. 23 
Tsland $1.50 .. Dec. 28 Dec. 20 

$1.50 Q@ Jan. 2 Dec. 26 
Iowa Pub. Serv. $7 Ist pf...$1.75 Q Jan. 2 Dec. 20 

SO Seer $i. 62% Q Jan. 2 Dec. 20 

$1 50 Q Jan. 2 Dec. 20 
Jamaica Pub. Sve..........0.. 17c Q Jan. 2 Dec. 20 

1.75 Q Jan. 2 Dec. 20 

Do 7% cum. pf. B...... 1%% Q Jan. 2 Dec. 20 

Do Of. Q Jan. 2 Dee. 20 
50e .. Dec. 28 Dec. 21 
Joplin Water Wks. 6% pf...$1.50 Q Jan. 15 Jan. 2 
Julian & Kokenge............. $1 S Jan. 15 Jan. 2 
$1 .. Dec. 21 Dec. 7 
80c .. Dec. 31 Dec. 23 
40c .. Dec. 28 Dec. 24 
Jan. 15 Jan, 

$1.12% Q Feb Jan. 20 
.. Dec. 27 Dec. 20 
25c .. Dec. 31 Dec. 26 
50e Q Dec. 31 Dec. 20 
50c .. Dec. 27 Dee. 20 
Marshall Field & Co........... $1 .. Dee. 31 Dee. 21 
Martin (Glenn L.).......... $1.00 .. Dec. 21 Dec. 19 
Massawippi Val. Ry........... $3 S Feb. 1 Dec. 31 
5e Q Dee. 24 Dec. 20 
Medusa Portand Cement........ $1 .. Dec. 23 Dec. 17 
$2 .. Dec. 20 Dec. 10 
$5 .. Dec. 24 Dec. 18 
Minneap. Gas Lt. (Del.) 

1.25 Q Jan. 1 Dec. 20 
Missouri Pw. & * ag pf....$1.50 Q Jan. 2 Dec. 14 


Hdrs. of 
Company Record 
lSe .. 15 Dee. 
Nat. Bond & Share.. 15 Dee. 
Nat. Fire Insurance... Q 2 Dec. 
Nat. Fuel Gas....... ane Q 15 Dec. 
7 Q 30 Dec. 
New Orleans Pub. os 2 Dee. 
$1.7 Q 2 Dec. 
Nept & D D...6@0c .. Dec. 28 Dee. 
a $1.25 Q Feb. 1 Jan. 
New $1.25 .. Dec. 27 Dec. 
N Y Honduras & Rosario M. -- Dec. 28 Dec. 
Northwest’n. West El 7% pf. Q Jan. 2 Dee. 
1.50 Q Jan. 2 Dee 
Pac Greyhound Lines....... $1.25 .. Dec. 1 Dee 
Do $3.50 conv. pf lg Q Dec. 21 Dec 
Dec. 28 Dec 
Pan Am. Match 5 -. Dee. 30 Dee 
Patterson-Sargent -- Jan. 2 
Pepsi-Cola ....... Dee. 17 Dee 
12%c .. Jan. 20 
Pond Creek Pocahontas...... 874%ec .. Dec. 28 Dec 
Procter & Gamble pf.......... $2 Q Jan. 15 Dec. 
Public Service Corp. N. J. 
Quebec Power “eb. 
Rath Packing . ’ 
Reading Co. ... . 
Rhinelander Paper .......... 40c .. Dec. 23 Dec 
75e Q Jan. 2 Dec. 
Savannah Sugar Ref........... 50ec Q Dec. 23 Dec. 
30c Dec. 26 Dec. 
90c .. Dec. 23 Dee 
$1 Q Jan. 2 Dee 
Thatcher Mfg. $3.60 pf........ 90c Q Feb. 15 Jan 
Tobacco & Allied Stocks..... $2.25 .. Dee. 27 Dec 
Todd Shipyards ...........$2.50 .. Dec. 30 Dee. 
$1.50 Q Jan. 15 Dee 
Transue & Williams Steet F..15c .. Dec. 80 Dec 
$4 Q Dec. 30 Dec 
United Shirt Dist........... 2 -. Dee. 27 Dee 
U S & Foreign Sec. Ist pf...$1.50 Q Dec. 27 Dec 
10e Q Dec. 20 Dec. 
Universal Leaf Tob........... $1 Q Feb. 1 Jan 
$2 Q Jan. 2 Dee 
Accumulated 
Bliss Co. ie 6% pf..... $1.50 Dec. 27 Dec 
$1.25 Dec. 27 Dec. 


Brown-Forman Distill. $6 pf...50¢ Jan. 2 Dec. 


Byers Co. (A M) - $2.13. 65- = -- Dec. 30 Dec. 
Cities Sv P & L pf......... Dec. 27 Dec 
$1.75 .. Dec. 27 Dec 
Corroon & Reynolds pf....... $1.50 .. Jan. 2 Dee 
$3 .. Dec. 27 Dec. 
$3.50 .. Dec. 27 Dec. 
Electric P % 35e .. Dec. 31 Dec. 2 
30c .. Dec. 31 Dec. 2 
Iowa Elec. 43%c .. Dec. 28 Dec. 
405% .. Dee. 28 Dec 
Kinney (G R) = $5 pr. pf...$1 .. Dec. 30 Dec. 
Miss River P & L $6 ........ = .. Feb. 1 Jan 
N _——— Pow. Asso. $2 pf.. Jan. 2 Dec 
Jan. 2 Dec. 
Ritter Dentai Mfg. Inc. 5% 
$3.75 arr. Dec. 11 Dec. 
United oo ere $3 .. Dee. 31 Dec. 
U S & Foreign Sec 2d pf..... $3 .. Dec. 27 Dec 
$1.25 .. Dee. 27 Dec 
Extra 
25e .. Jan. 15 Dec. 
$1.25 .. Dec. 23 Dec. 
Am. Brake Shoe & Fdry....... 60c .. Dec. 28 Dec. 
$1 .. Dec. 31 Dec. 
50c .. Dec. 28 Dec 
Barlow & Seelig Dec. 24 Dec. 
Coleman Lamp & Stove....$1.50 .. Dec. 27 Dee. 
Daniels & Fisher Stores. 3i'se .. Dee. 16 Dee 
Hobart Mfg. Co. A & B....75¢ Dec. 23 Dec 
Dec. 27 Dec 
$1 .. Dec. 31 Dec 
National Brush Co............ 10¢ -- Dec. 23 Dec 
Peninsular Teleph............. Se .. Dee. 22 Dec. 
initial 
Clayton & ‘Lampert ise Dee. 14 Nov 
BP $5 .. Dec. 28 Dee. 
$1 . Dec. 27 Dec. 
Oliver Farm Equip............ 50c .. an. 6 Dec. 
Pitts Cole BHO. .. Dec. 30 Dec 


gallon) is collected at the time of the 
product’s withdrawal from bonded 
warehouses—even though it must go 
through further processing (blending, 
rectifying, bottling, labeling, etc.) be- 
fore it is ready for the consumer. 

Speaking in terms of the year 
ahead, rising consumer incomes favor 
maintenance of a high volume of 
liquor sales. In respect to earnings, 
these will probably run under 1940 
fiscal and calendar-year totals, for it is 
unlikely that the industry at large 
will be able to maintain old profit 
margins. This appears particularly 
true if higher taxes are voted. 


As illustrated in the table, liquor 
shares are quoted at relatively low 
price-earnings ratios; in addition, 
those on a dividend basis afford very 
high yields. Ordinarily, this would 
spell investment danger. But it is 
well to remember that low price-earn- 
ings ratios and high dividend in- 
comes have characterized this group 
for several years past. Present pros- 
pects are, moreover, that existing 
rates can be maintained. Thus, while 
there is little incentive for new pur- 
chases at this time, present positions 
—particularly in the dividend-paying 
issues—could be retained. 
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Week | d. 4 Week Wndad 
1 1939 1940 1 

Auto Production (U.S.A.)...... 125,625 124,790 118,405 altimore Ohio..........+... 56,453 57,3 184 

Output (K.W.H.).... 2,862 2,838 2,605 32,857 

§Steel Operations (% of 6.8 96.0 0.0 elaware & Hudson 14,37 13.151 12,9 6 
Total Car Loadings (cars)..... 736,332 738,513 678,132 Delaware, Lackaw’na & West’rn 16.932 16,292 14.003 

Wholesale Commodity Price TRE 7,39 26,933 4,457 

81.7 81.9 81.2 Norfolk 25,789 26,660 22,416 

*+Crude Oil Output (bblis.)..... 3.579 3,613 3,866 New York, N. Haven & Hartford 24,983 22,596 22,84: 

+Motor Fuel Stocks (bbls.)..... 81,234 81,062 79,534 New York Central............. 87,466 85,944 78,288 

7Gas & Fuel Oi] Stocks (bbls.) 148,040 149,658 144,224 New York, Chicago & St. Louis 17,607 17,124 16,700 

{Bank Clearings, Outside N.Y.C. 3,145 3,000 2,694 Western ‘Maryland 111390 11216 10°752 

Cotton Mill Activity Index.... 155.8 161.2 147.3 Southern District 
F.W. Index of Ind’l Production 273.1 269.3 221.7 TANG. 18,028 16,880 14,713 

*Daily average. 7000 omitted. tWard’s Reports. §As of Louisville & Nashville......... 30,044 28,894 25.919 

the beginning of the following week. {000 omitted. ZJournal ASE 17,037 15,862 14,152 

of Commerce. Southern Ry. System.......... 40,962 37,817 36,636 

Commodity Prices: Dec. 17 Dec. 1 Dec. 19 Northwest District 

Steel Billets, Pitts. (per ton).. $34.00 $34.00 $34.00 Chicago & Great Western...... 6.295 5,633 5,308 

Scrap Steel, Pitts. (per ton).. 22.75 22.50 18.25 Chic., Milwaukee, St. Paul & Pac. 30,791 29,341 28,126 

Zine, N.Y. (per 6.0725 0.0725 13°397 13.089 

Rubber Sheets (per 1b.)........ 0.2034 0.2106 0.20% 

Hides, Light Native (per Ib.).. 0.13 0.13 0.15_ Comte: wes 

Gasoline, Dealer (per gal.)..... 0.07 0.07 0.0870 Atchison, Topeka & Santa Fe. 26,671 23,741 25,196 

Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 0.96 Chicago, Burlington & Quincy 28,367 26,660 23,447 

Wheat (per bushel)............ 1.08% 1.1058 1.27% Chicago, Rock Island & Pacific 21,497 18,941 19,364 

Corn (per bushel)...........+.. 0.77% 0.78% 0.74% Chicago & Eastern Illinois..... 5,622 5,558 5,210 

Sugar, Raw (per Ib.) ........-..- 0.0293 0.0293 0.0295 Denver & Rio Grande Western 7,067 7,431 5,996 

Southern Pacific System....... 44,308 43,928 39,596 

Federal Reserve Reports  pee.11 27,816 28.472 20.702 

Member Banks, 101 Cities (000, omitted) 4,371 5,307 3,991 

Total Loans .... i eae Southwestern District 

Total Commercial Loans....... J 4,031 

Other Loans for Securities..... 458 459 504 Missouri Pacific 26734 23°385 23'326 

rs ba St. Louis-San Francisco........ 13,724 12,202 12,107 

Investments, Except Govt. Bonds 3,614 3,584 3.376 St. Louis-Southwestern 5605 4°902 4.916 

Total Net Demand Deposits.... 22,403 22,131 18,981 8.409 

Brokers’ Loans (N. Y. C.)...--. 380 320 638 Note: Freight car loadings reflect current sectional business 

Reserve System . i conditions. Loadings from the 15th to the 15th give a rough 

Reserve Credit Outstanding.... 2,241 2,266 2,543 indication of earnings for the current month. (Compiled from 

Total Money in Circulation.... 8,625 8,569 7,564 Association of American Railroads figures.) 

Monthly FINANCIAL WORLD’S INDUSTRIAL INDEX Monthly 

Indicators 1940 1939 (BASED ON F.W. MONTHLY INDEX FIGURES) Indicators 1940 1539 

U. S. Govt. debt....... *$44,295  *$41,892 280 420 Coal Coke Production: 

iShipbuilding Contracts: Anthracite *3.4 *3.3 
Numbers of Vessels... 308 240 260 PRODUCTION 400 Fertilizer Tag Sales 106,000 110,240 
Total Tonnage ...... 1,544,790 1,181,794 | 

Advertising Lineage: 240 AA os 380 Cars and Trucks...... 514,500 302,906 
Monthly Magazines... 810,723 810,814 \ Plate Glass Output: 
Women’s Magazines .. 612,707 594,676 _ (sq. 16.1 15.8 
Canadian Magazines.. 207,384 168,926 220 4 360 U. 

National Weeklies— Q _ VY f & Production .......... 56,481 53,524 
1,005,021 856,536 180 ry Deliveries .......... 1,145 64,407 
Trade Papers (pages). 9,565 8,611 > T 3205 61.522 

§Chain Store Sales..... *$331.8 *$293.9 5 y 

101 93 & 160 300 Z “$4.25 

Shoe Output (pairs).... *30.0 “32.1 ¢ *0.33 

+New Financing........ 168.7 j re) 

Short Sales (shares).... 515,458 479,344 x mil. 280 *33.3 

Crude Rubber (long tons): 9 Production (net tons). *4.40 *3.72 
Consumption ........ 54,652 55,677 ry 260 Active Blast Furnaces 201 191 
7 yt H | Operating Rate ...... 2% 90.9% 
Stocks on Hand...... 276,945 5,205 s 

Reclaimed Rubber (tons) : — INVENTORIES 240 98 *5 46 
Consumption ........ 16,042 16,551 Operating Rate ...... 96.5% 93.7% 
17,689 19,417 Engineering Contract 
Stocks on Hand.. Soar & 35,143 23,239 % 220 Awards: Total ....... *$382.7 *$302.2 

Cotton Activity: a *Food in Storage: 

Spindles Active (av.). | *22.7 *22.8 Butter (lbs.)........ *104.7 #128.1 
Lint Consumed (bales) 744,088 718,719 200 *143.6 *114,7 
Chemical Index Number. 151.0 143.5 Poultry (Ibs.)....... *114.6 *79 
gg 180 Fruits (Ibs.)........ "162.5 #14204 

Stork ‘on Hand. (tons) 192,586 206/865 1932 '33 "34 °35 "36 ‘37 ‘38 '39;) FMAMJ J ASOND! (eases). 7's 

Machine Tool Activity: *229.3 *68.7 
Index (% of Capacity) 95.4 91.2 1940 : Meat Alt Kinds (Ibs.) *403.2 *382.9 


*Millions 


Merrill, Lynch, E. A. Pierce & Cassatt. 


+Corporate new issues only, excludes refunding. 


first of month. 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 


——CLOSING STOCK ~ ‘ir Vol. of Sales —————-CHARACTER OF TRADING 
30 20 


1846 Industrials R.R.s Utilities 
Dec. 

[ei 132.14 27.74 19.98 43.84 
13. 132.35 27.85 20.19 43.97 
14. 132.31 27.85 20.14 43.95 
16. 131.07 27.62 19.93 43.54 
17. 130.53 27.48 19.81 43.35 
18. 129.42 27.25 19.68 42.99 
32 


Average 
N.Y.S.E. Issues o. No. of Total Un- New New 40 
(Shares) Traded Advanc’s Decl. ch’ng’d Highs Lows Bonds 
781,510 838 371 230 237 25 8 90.49 
961,450 851 423 220 208 25 9 90.84 
390,360 683 206 265 212 15 1 90.95 
659,870 825 154 462 209 14 8 91.01 
701,960 826 177 411 238 7 14 90.95 
779,620 S84 145 502 237 9 15 90.83 


$25 chains and 2 mail orders, 


$9,990,000 
10,530,000 
5,770,000 
9,310,000 
9,890,000 
10,490,000 


compiled by 
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TWELVE-YEAR PRICE RANGE OF 
STOCK EXCHANGE 


ALL NEW YORK 


(Part 12) 

Low 
Low 
Low 
General Theatre Equipment ............ High 
Low 
General Time Instrument .......... eoeee High 
Le , 
General Tire Rubber: 
Low 
Low 
Gillette Safety Razor ....... 
Low 
Low 
Low 
Low 
Low 
Gold & Stock Telegraph ................ High 
ow 
Low 
Goodyear Tire & Rubber ..... 
ow 

Gotham Silk Hosiery: 
Low 
High 
Low 
High 
Low 
Low 
Low 
Low 
Low 
High 
Low 
Great Northern Iron Ore................. High 
Low 
Great Northern Railway, pfd............ High 
Low 
Great Weoetermn Sugar High 
ow 
Green (H. L.) (1934—Before 3 for 1 split). —— 
Ow 
Greyhound Corp. (GU) High 
Low 
New—(no par)....... High 
Low 
(After 4 for 1 split)...... High 
Low 
Grumman Air Engineering ............. High 
OW 
Low 
Low 
Low 
Low 
Low 
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COMMON STOCKS 


1935 1936 1$37 1938 1939 1940 
334% 71 41% 41 33% 
1634 33% 18 1548 191g 20 
ll 16% bid 15 2 15% 
bid 10 bid 12 10 
15% 24% 225% 16% 2014 24% 
3144 3344 1634 15% 134% 
17 94 8 7% 
44 78 2014 18 23% 
304% 16 l4 101 13% 
8934 9 
347% 6813 
3814 2714 27% 234% 
8 153g 10% 
1914 185% 2074 11% 634 
12 135% 8 642 534 3 
834 2714 294% 1534 137% 9 
634 5 6% 4% 
4914 55% 51% 2414 19% 
2338 391 1948 13 14 ll 
434 67% 34° 44 
1 1/6 37% 1% 1%4 1% 
5 10% 84 3% 2% 3% 
334 6% 2 2% 173 2 
115 123 119 85 90 90 
95 108 a7 60% 64 77 
144 3514 OY 267% 2434 20% 
7% 135% 1234 10 13%4 10 
261% 31% 47% 381 3834 
1534 2154 16% 1514 21% 12% 
10% 145% 13% 614 53% 4% 
2% 84 3% 2% 2% 1% 
4% 434 2 1% 1% 
1% 2 134 
1354 1114 15 87% 10% 914 
5% 134 3 214 458 4% 
634 5% 2% 1% 14% 
2% 3% 1% 1 % 9% 
35% 4834 2234 22% 16M 
18% 24% 13 10% 10 10 
38% 52% 475% 
26 2314 2414 nes 
wa 2714 30 35 
Pere 2 19 2434 26 
16 223% 28% 15% 22% 18% 
9% 16 16 9% 124% 11% 
351% 4634 5634 3054 33% 30 
95% 32% 20% 123% 16% 15% 
34% 42% 42% 32 37% 29% 
26% 31 2% 18% 
285% 39% 3914 28% 35% 
2554 22 15% 13% 24% 23 


2014 4834 

17% 16% 22 21% 17%, 

1434 74 7% 14! 9% 

2, 223 25% 

8% 12 

2% 43, 434 1% 6 3% 

1 15% % 1% 

19% 17% 6% 6% 2% 

9% 3% 3 3 1% 

3034 347% 34% 30 32% 34% 

21% 30 23% 24 BY, 29% 

8 15% 205% 13% 1834 20% 

4 6 4%, 5 954 
14% 32 31 21% 18 17 

6% 14 1744 12 15 10% 


163 140 49% 9 
a 99 50 18 23 52 a 
106% 38% 24% 20% 147% 
17% 1034 7% 8), 
20% 7% 334 75% 634 
1% 134 34 258 
38 16% 1034 20 2834 
7 4% 3% 334 1554 
a 66 19 9% 8 16 9% a 
= 3 3% 25% 3 356 
120 113% 81 92% 103 
101 62 40 66 77 
58% 0% 1% 18 
= 15% 2% 3 8 
967% 5234 29% 474 4134 
13% 30% 17% 11% on 
3% 3% 7M% 3% 
1334 45% 554 4, 
3 1% 1 1 
59% 2254 115% 1554 1334 
12 234 37% 4 
205% 187% 934 834 
a 10 7 3% 354 4 
6% 22% 17 30% 31% 
32 18 11% 634 11% 21 
59 43 42 30% 36% 4054 
32% 26% 24% 14% 1534 28 
19 17% 10 5 5% 84 
1284 102 6934 25 33% 324 
85% 51 1554 5% 45% 12% 
44 34% 11% 12 41% 35% 
28 7 5% 3M 67% 25 
2 1% 1 3% 
59 46% 2% 10 11% 16% 
18 10% 3% 2 1% 5 ee 
\ 
1 35 38 30% 23 25% 26% Rips 
3 23% 26 22 15 15 20% 
36 31% 19% 11% 934 4 
“de 16% 16 1 3% 3% 3% is 
38 20 2 2% 354 


his Christmas—be a partner in a great life-saving campaign. Use plenty of 

Christmas Seals on your letters and packages. They are gay, colorful . .. and 
what's more important . . . they spread a message of Tuberculosis control and 
prevention that is vital to the good health of us all! 


Since 1907, the annual sale of Christmas Seals has done its share in helping to 
reduce the death rate from Tuberculosis by 75°! Complete eradication is now 
in sight! But no one is safe from Tuberculosis until everyone is safe. So help your- 
self—by helping others! 


The National, State and Local 
Tuberculosis Associations 
in the United States 
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